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President Roosevelt’s tentative suggestion in his recent mes- 
sage showed unwillingness on his part to express any opinion 
as to how speculation might be regulated, but indicated an opinion 
that has become increasingly widespread in the last few months, 
that some kind of legislation in restriction of speculation is desir- 
able. It was about time to expect some such general wave of 
feeling, since history proves that these movements recur at pretty 
regular intervals, It is a striking fact, however, that the agita- 
tion in this regard should become prominent in this country at 
exactly the time when the German Government has taken steps 
towards a modification and partial repeal of the famous Stock 
Exchange Act of 1896. It shows how little attention is paid to 
experience in matters of legislation, that many reformers in this 
country should be so confident in this matter without realizing 
that the ten year experiment which has been made in Germany 
has clearly demonstrated itself a failure. 

It is, of course, natural enough that agitation of this kind 
should arise. The evils of speculation are great and are perfectly 
apparent. The extent to which outsiders of small means are 
tempted into speculation beyond their capital, with frequent cases 
of embezzlement as a result, is something that may give even the 
most careless a deep concern. The mistake, however, on the part 
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of the public lies in an indiscriminate criticism of all speculation 
regardless of whether it is beneficial to legitimate business or not, 
and in the complete failure to distinguish between cause and 
effect. In most cases speculation is held responsible for condi- 
tions which it has in no wise engendered, but which are on the 
contrary the very causes which have brought speculation into 
being. 

In the first place, it is well to recognize what we mean by spec- 
ulation. The simplest definition is that speculation consists in 
buying and selling commodities or securities with an idea of mak- 
ing profits out of fluctuating values. As distinguished from 
ordinary trade, speculation is concerned with taking advantage 
of fluctuations over a period of time in the same market, 
while trade is concerned with the purchase of commodities 
in one market and their sale in another. This does not mean, 
of course, that the two markets must be geographically separated. 
The word “ market” here is used as meaning a group of buyers 
and sellers. The trader may buy of the manufacturer and 
sell to the wholesaler, or buy of a jobber and sell to 
a retailer, or as a retail merchant he may buy of the 
wholesaler and sell to the consumer. All of these dif- 
ferent parties may, of course, be situated in the same 
locality, and yet are distinct groups which constitute mar- 
kets. Speculation does not deal with permanent differ- 
ences of price which exist between different markets, but 
deals with the fluctuations from time to time which take place 
in the same market. Why do such fluctuations occur? Simply 
because the conditions of supply and demand are always chang- 
ing. It is the exception rather than the rule for any article of 
commerce or any piece of property to maintain a perfectly stable 
value. Since the demand of society is constantly changing, values 
must constantly fluctuate, and, as long as values fluctuate, specu- 
lation must take place. It is not conceivable that, in a system of 
buying and selling such as we have, values could go up and down 
without somebody being benefited or injured, or without men con- 
sciously attempting to secure the benefit or avoid the injury by 
their purchases and sales. Speculation has always existed wher- 
ever buying and selling has existed—ever since the days when 
Joseph cornered the grain supply of Egypt as reported in the book 
of Genesis. As long as private ownership of property is allowed 
and the value of property varies, speculation will continue. 
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There is only one way in which speculation can be stopped 
altogether, and that is by giving up the system of private property 
and adopting the Socialist state. One of the best books ever 
written on the subject of speculation was written by the French- 
man Proudhon, sometimes called the “ Father of Anarchism.” 
He described accurately and brilliantly the operations of a specu- 
lator on the exchange and showed clearly the function of specu- 
lation in the modern system. He of course was opposed to the 
whole business because he was opposed to the whole system of 
property rights, but he recognized much more clearly than many 
more conservative writers that one is the inevitable outcome 
of the other. 


It will be seen then that speculation is not a product of stock 
and produce exchanges. Speculation existed long before them, 
and it was only when speculation from natural causes became 
more and more important that men engaged chiefly in specu- 
lative trade formed organizations in order to adopt a general sys- 
tem of rules for the conduct of such business. The real cause, 
then, of the modern exchange is modern speculation ; and the real 


cause of modern speculation is to be found, so far as commodities 
are concerned, in the marvelous improvements in the method 
of transportation and communication which have made the 
market for staple commodities a world market, in which prices 
are determined by the conditions of supply and demand of many 
different sections separated by thousands of miles. Under such 
conditions fluctuations are inevitably much more dangerous and 
much less easy of prediction than under the old conditions where 
each neighborhood was the market for itself. So far as specu- 
lation in stocks is concerned this has been the inevitable result 
of the enormous multiplication of securities, due to the extension 
of corporate methods of business, which in itself is the result of 
huge modern enterprises demanding contributions of capital from 
a large number of small investors. The material progress of the 
last half century would have been impossible without such invest- 
ment. Such investment would have been impossible without the 
multiplication of such securities of varying values, and the multi- 
plication of such securities inevitably brings about speculation. 

Now since these commodities and securities inevitably fluc- 
tuate in price somebody must take the risk of these fluctuations. 
The purchase of any piece of property involves risk. The prop- 
erty may fall in value after the purchase has been made. Some 
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forms of property are more uncertain in their value than others, 
and some particular articles of consumption are of such a peculiar 
nature that they lend themselves particularly to speculation, but 
in any case, whether or not we have speculation organized on the 
exchanges, there are genuine risks here which must be carried. 
Some people speak as if all dealing in securities should be of a 
pure investment nature. They fail to realize, however, that invest- 
ments themselves become speculative in proportion as speculation 
pure and simple is abolished. Investment means primarily the 
. purchase of income yielding property in order to get an annual 
income, rather than to make profits from the fluctuations in capital 
value; but since capital value does fluctuate, investment involves 
the risk of loss, and, as will be pointed out more fully below, this 
risk of loss to the conservative investor is made very much less 
when he has an active speculative market for the disposal of his 
property. 

Still another distinction that must be made is that between 
speculation and gambling. In the broadest sense, of course, there 
is a gambling element not only in all bets but in all our activities. 
If gambling means simply the taking of unreasonable risks, almost 
every act of our lives might be accused of having a gambling 
element by those whose opinions as to what risks are worth while 
differed from ours. To build a factory in the hope of making 
money, to purchase a yacht in the hope of having pleasure, to 
go on a summer vacation, to go to a new play at the theater, to 
take time to listen to a sermon by a new clergyman, each of these 
may in a sense be said to be “a gamble.” We can, however, make 
a sharp distinction between risks which directly involve money 
profit or loss and those which do not. All business risks are of 
the former kind. There are, however, other risks which may be 
taken, such as betting on cards or on horse racing, where money 
risk is involved. The peculiarity of such forms of gambling, 
however, is that the money risk is artificially created and is not 
a necessary part of the original action. This is not true in the 
case of buying and selling property. Every transaction of buying 
and selling necessarily involves a risk. Betting on merely inci- 
dental results of particular contests is the assumption of a risk 
which did not exist before the bet was made. It would seem as 
if a fair distinction of this kind might be made, speculation being 
defined as the assumption of inevitable business risks of fluctu- 
ating values; gambling as the assumption of purely artificial risks 
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in connection with some fortuitous event. It is true that on the 
part of a great many people speculation and betting are under- 
taken from the same gambling motive, and yet the results are so 
different in both cases that it is needlessly confusing to speak of 
the two as if they were one and the same thing. 

The distinction appears more clearly when we realize that all 
kinds of artificial games may be devised for betting purposes. On 
the other hand speculation never arises artificially. Wherever it 
has vitality it is always the result of natural causes. Men cannot 
speculate in any kind of commodity. They can only speculate in 
certain commodities in the case of which the natural conditions 
of supply and demand are such as to demand it. Speculation on 
a large scale in commodities began in this country in cotton at 
the time of the Civil War. In the case of wheat it began when 
the market for wheat became a world market and therefore an 
extremely uncertain one. That speculation cannot arise arti- 
ficially is proved from the fact that it does not occur in com- 
modities where these conditions do not prevail. There is con- 
siderable speculation in coffee but no speculation in sugar, the 
reason being that the conditions of supply in the case of sugar 
in this country are determined by a single corporation which fixes 
the price. On the other hand, on the continent, where the con- 
ditions of supply are different, speculation in sugar is important. 
A learned German scholar who made a careful investigation of 
the history of the rise of speculation in all its forms stated as his 
final conclusion that speculation arose everywhere in response to 
natural causes and to supply an actual need. 


Given then these genuine risks which result from our modern 
economic system, it at once appears that a certain portion of the 
population are inevitably attracted by the possibilities of profit 
which inhere in the existence of such risks. Those who are 
naturally speculative in temperament gravitate inevitably towards 
speculative ventures. They wish to take big chances in order, 
if successful, to make big gains. Here arises a serious evil. The 
speculative temperament does not always go with good judgment 
or ample means for carrying out transactions of this kind. On 
the contrary the opposite is very likely to be the case. Hence 
arise all these evils referred to above in the way of a large amount 
of so-called “stock gambling” on the part of those who have 
no business to run such risks. But besides men of this type there 
are also men of large resources, with knowledge and experience 
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forms of property are more uncertain in their value than others, 
and some particular articles of consumption are of such a peculiar 
nature that they lend themselves particularly to speculation, but 
in any case, whether or not we have speculation organized on the 
exchanges, there are genuine risks here which must be carried. 
Some people speak as if all dealing in securities should be of a 
pure investment nature. They fail to realize, however, that invest- 
ments themselves become speculative in proportion as speculation 
pure and simple is abolished. Investment means primarily the 
. purchase of income yielding property in order to get an annual 
income, rather than to make profits from the fluctuations in capital 
value; but since capital value does fluctuate, investment involves 
the risk of loss, and, as will be pointed out more fully below, this 
risk of loss to the conservative investor is made very much less 
when he has an active speculative market for the disposal of his 
property. 

Still another distinction that must be made is that between 
speculation and gambling. In the broadest sense, of course, there 
is a gambling element not only in all bets but in all our activities. 
If gambling means simply the taking of unreasonable risks, almost 
every act of our lives might be accused of having a gambling 
element by those whose opinions as to what risks are worth while 
differed from ours. To build a factory in the hope of making 
money, to purchase a yacht in the hope of having pleasure, to 
go on a summer vacation, to go to a new play at the theater, to 
take time to listen to a sermon by a new clergyman, each of these 
may in a sense be said to be “a gamble.” We can, however, make 
a sharp distinction between risks which directly involve money 
profit or loss and those which do not. All ‘business risks are of 
the former kind. There are, however, other risks which may be 
taken, such as betting on cards or on horse racing, where money 
risk is involved. The peculiarity of such forms of gambling, 
however, is that the money risk is artificially created and is not 
a necessary part of the original action. This is not true in the 
case of buying and selling property. Every transaction of buying 
and selling necessarily involves a risk. Betting on merely inci- 
dental results of particular contests is the assumption of a risk 
which did not exist before the bet was made. It would seem as 
if a fair distinction of this kind might be made, speculation being 
defined as the assumption of inevitable business risks of fluctu- 
ating values; gambling as the assumption of purely artificial risks 
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in connection with some fortuitous event. It is true that on the 
part of a great many people speculation and betting are under- 
taken from the same gambling motive, and yet the results are so 
different in both cases that it is needlessly confusing to speak of 
the two as if they were one and the same thing. 

The distinction appears more clearly when we realize that all 
kinds of artificial games may be devised for betting purposes. On 
the other hand speculation never arises artificially. Wherever it 
has vitality it is always the result of natural causes. Men cannot 
speculate in any kind of commodity. They can only speculate in 
certain commodities in the case of which the natural conditions 
of supply and demand are such as to demand it. Speculation on 
a large scale in commodities began in this country in cotton at 
the time of the Civil War. In the case of wheat it began when 
the market for wheat became a world market and therefore an 
extremely uncertain one. That speculation cannot arise arti- 
ficially is proved from the fact that it does not occur in com- 
modities where these conditions do not prevail. There is con- 
siderable speculation in coffee but no speculation in sugar, the 
reason being that the conditions of supply in the case of sugar 
in this country are determined by a single corporation which fixes 
the price. On the other hand, on the continent, where the con- 
ditions of supply are different, speculation in sugar is important. 
A learned German scholar who made a careful investigation of 
the history of the rise of speculation in all its forms stated as his 
final conclusion that speculation arose everywhere in response to 
natural causes and to supply an actual need. 

Given then these genuine risks which result from our modern 
economic system, it at once appears that a certain portion of the - 
population are inevitably attracted by the possibilities of profit 
which inhere in the existence of such risks. Those who are 
naturally speculative in temperament gravitate inevitably towards 
speculative ventures. They wish to take big chances in order, 
if successful, to make big gains. Here arises a serious evil. The 
speculative temperament does not always go with good judgment 
or ample means for carrying out transactions of this kind. On 
the contrary the opposite is very likely to be the case. Hence 
arise all these evils referred to above in the way of a large amount 
of so-called “stock gambling” on the part of those who have 
no business to run such risks. But besides men of this type there 
are also men of large resources, with knowledge and experience 
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and great shrewdness, whose temperament leads them into trans- 
actions on a large scale in the way of assuming risks of this kind. 
There are some people who would have us believe that, no matter 
what the character of the person concerned, all such spculative 
dealings are undesirable. Let us look, however, at the other side 
of the picture. 


Just as those of a speculative temperament are willing to 
assume risks of this kind, those of the conservative temperament, 
on the other hand, are able to avoid them. The speculators have 
appeared as a separate class for the assumption of risks which 
otherwise would have to be borne by the ordinary business man 
himself. No better illustration of this can be given than the so- 
called practice of “ hedging” in the wheat market. What some 
ignorant people like to refer to as the “ old-fashioned, conser- 
vative method ” of wheat dealing consisted of the merchant buy- 
ing wheat of a farmer, shipping it to a distant market and selling 
it at such a price as he could get. This, instead of being a con- 
servative kind of business, was an extremely risky kind of busi- 
ness. In the same way the miller in the old days bought his wheat, 
made his flour, and then sold it at such a profit as he might secure. 
This again was a very risky business since the price of wheat 
might rise or fall by a large amount between the time of its pur- 
chase and the sale of the flour. To-day practically all regular 
wheat merchants and millers hedge against any such risks by 
making counter-sales or purchases in the speculative market. 
When a miller buys wheat to turn into flour he promptly sells 
short on the exchange to a speculator, and when he sells his flour 
he covers his short line. As a result he is unaffected by the price 
fluctuations in the world market. Whether the price in the world 
market goes up or down, what he makes on one transaction he 
loses on the other, and he is thereby enabled to do a genuinely 
conservative business and secure the ordinary profits of the manu- 
facturer. This is true, in lesser measure, wherever there is a spec- 
ulative market for any article of commerce. Wherever there are 
men who are always willing to take the chance of buying the 
article or selling the article, the position of those who do not wish 
to take chances is made just so much easier. They can at any 
moment shift the risk. 

That this has been a great advantage to the farmer no person 
who knows anything about the facts can possibly doubt. In the 
old days a dealer would not think of buying wheat from the 
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farmer at anything like the price at which he could sell it, less 
the cost of transportation. He had to allow a large margin for 
the risk of falling prices, and ordinarily would offer the farmer 
from five cents to ten cents a bushel under the ruling price in the 
central markets. At the present time since he can at once make 
a hedging sale by telegraph on the Chicago Board of Trade, the 
dealer will buy the farmer’s wheat on a margin of one cent a 
bushel or less. The difference between these two margins re- 
dounds to the benefit of the farmer. 


The same thing holds true of the stock market. The small 
investor whose money is absolutely needed for the carrying out 
of many of our great enterprises is entirely at a loss as to where 
to invest his money unless he has the guidance of some expert 
market opinion. If there were no organized market for securities 
in which men were constantly buying and selling in the effort to 
take every advantage of the fluctuations, many men would have 
to make a large part of their investments in complete ignorance 
of the nature of the enterprise in which they were investing. It 
may be said that they do this to-day, which is true enough in the 
sense that the average small investor in railroad or industrial 
securities knows nothing about the business, or the possibilities 
of dividends, from any knowledge of his own. What he does 
know, however, is that a large body of shrewd and capable men, 
on the lookout for any change in industrial conditions, have by 
their purchases and sales registered a price which represents the 
market opinion as to the value of that security. He therefore can 
buy it with a fair degree of confidence. Furthermore, the slightest 
change in the conditions of the company in question will be re- 
flected by a change in the price of the security. If the market is 
continuous, and no market for securities can be continuous except 
a speculative market, he has the opportunity to change his invest- 
ment at any moment and always at the market price, which reflects 
the opinion of the moment. 


It is evident then that this division of society into the specu- 
lative and the conservative elements, although it may bring havoc 
to certain persons in the speculative group, has very important 
advantages in the opportunities for careful and intelligent action 
on the part of the conservative group. In so far as we do away 
with business which is purely speculative we make all business, 
whether in the purchase of commodities or investment of capital, 
more speculative than it otherwise would be. 
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There are those who fail to see altogether the natural function 
played by speculation in meeting these inevitable price fluctua- 
tions, because they are convinced that speculation is itself the cause 
of price fluctuation. Nothing could be more misleading than this 
latter statement. It is true that when speculation is active, it has 
its effect on prices, which sometimes rise or fall because of purely 
speculative elements, but primarily the speculation is the result 
and not the cause of fluctuating prices. This again is proved by 
the fact that speculation only arises in the case of certain articles 
or securities. It is impossible to artificially start speculation in 
a security the value of which is naturally stable. It would be pos- 
sible to do this if it were true that speculation is the cause of the 
unstability of prices. Of the many securities dealt in on the New 
York Stock Exchange relatively few are what is known as “ active 
stocks.” The majority of them are dealt in to a much smaller 
extent and are subject to much smaller fluctuations. The reason 
for this is that the character of these securities is better known, 
their likelihood of yielding dividends much more certain. Many 
securities which are now inactive were once the most popular for 
speculative purposes. The reason of the change is not that the 
whim of the speculator has changed but simply that they have 
passed through the ordeal and have proved themselves of stable 
value. Many securities which are now active will doubtless go 
through the same career. . 

It is perhaps a debatable question whether or not speculation 
tends on the whole to lessen the extent of fluctuations. It doubt- 
less increases their frequency, but theoretically the effect should 
be to lessen the extremes. In an active speculative market there 
are always those who, when stocks are soaring, keep a cool head 
and look forward to the time when the reaction must come. These 
men are the much maligned short sellers who by selling short 
keep the price from going as high as it otherwise would. On the 
other hand, when the slump does come, stocks do not go as low 
as they otherwise would, because the covering sales of the short 
sellers come in as a supporting factor in the market. The claim 
is made, on the other hand, that the excitement of speculation, and 
sometimes the manipulation of big speculators, will lead to 
extreme prices in one direction or the other, which would not 
arise under much more normal conditions. It is very hard to 
prove statistically how far speculation acts in the way of moder- 
ating fluctuations, because of the many other factors that affect 
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values at any particular time. On the whole the argument is in 
favor of those who believe that speculation tends to lessen the 
extremes of variation. Certainly the worst cases of highly 
inflated values, as also of complete collapses, have come in the 
case of securities not dealt in on the Stock Exchange. In this 
connection valuable testimony comes from Germany. The Act 
of 1896 forbade all sales for future delivery in the matter of 
mining and industrial securities. This did not stop speculation 
in such securities by any means, but it changed the method by 
which such speculation was carried on, it hampered the normal 
trading in such securities in the speculative market, and whether 
or not solely on account of this hindrance, the succeeding years 
show much greater fluctuations in prices than had occurred 
before. That this hindrance was in large measure the cause of 
the wider fluctuations may be pretty readily accepted when we 
recognize that the government itself, in its explanation of the bill 
introduced last November to repeal this prohibition, stated as 
their reason for doing so the fact that the prohibition had entirely 
failed in its purpose and had led to even more speculative fluctu- 
ations than had occurred before. Certainly the German Govern- 
ment, in view of all that it has done in the way of restriction, can 
hardly be accused of being a mere advocate of the stock exchange. 
What is more noteworthy in this regard is the effect of changing 
from a broad and continuous market to a restricted market. 
Not only in the case of those securities in which such dealings 
were forbidden, but in the case of many other securities as well, 
it was shown in time of crisis that the fluctuations in Berlin were 
much more severe than in London or Paris. In the absence of 
evidence to the contrary it may be assumed that the restricted 
character of the German stock market, brought about by repres- 
sive legislation, was the reason for this condition. 

The real problem, then, regarding the regulation of specu- 
lation is whether or not it is possible to take such action as will 
secure the benefits of speculation and exclude its evils. This 
involves two separate problems, first as to how far certain kinds 
of speculative business may be set off as undesirable, secondly, 
how far certain classes of speculators may be excluded. 

If we attempt to discriminate between different speculative 
transactions, we at once meet a difficulty, namely, that so far as 
the form of the transaction is concerned there is absolutely no 
difference between the form adopted in desirable and undesirable 
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transactions, or as is sometimes said “ legitimate ” and “ illegiti- 
mate” speculation. Criticism is commonly made in reference to 
three points: The delivery of the article, short selling, and buy- 
ing and selling on margin. 

A.—It is commonly supposed that delivery is not made in the 
case of a large proportion of transactions of the stock and pro- 
duce exchanges. This is a decided error. Any one who buys or 
sells on the regular exchange enters into definite property obli- 
gations. If he buys wheat for future delivery he is absolutely 
obliged to receive the wheat when the delivery of it comes round, 
unless he exercises the privilege, which prevails everywhere in 
the business world, of transferring his contract to another party. 
He may of course sell the same quantity of wheat before the 
delivery time, in which case the person from whom he buys may 
deliver direct to the person to whom he has sold. In the same 
way if he has sold wheat, he is absolutely obliged to make delivery 
and must purchase an equivalent amount for the same delivery 
in order to make good on his contract. In the case of stocks 
immediate delivery is required on the New York Exchange, and, 
whatever the outsider may think he is doing, as a matter of fact 
his broker is obliged to receive the stocks and make payment in 
case of a purchase, or to borrow the stocks and make delivery in 
case of a sale. There is no such thing known on any of the repu- 
table exchanges as a contract under which delivery is waived. 


Furthermore, exactly the same form of contract is employed 
by those who are buying for investment as by those who are buy- 
ing for speculative purposes. It is impossible to put the finger 
upon any single transaction within the business series and say this 
is legitimate and this is illegitimate. One obstacle to an under- 
standing of this lies in the way in which transactions are cleared 
through the Clearing House ; but an attempt to prove the legitimacy 
of the method of clearing would be useless to one who does not 
understand the way in which bank transactions, for instance, are 
cleared. It is as ridiculous to say that the clearing of many contracts 
for delivery on the stock exchange, and the settlement of these 
transactions by a payment of balances, both of stocks and cash, 
indicates that such transactions are not of a perfectly genuine 
nature as it is to assert that because the Clearing House for the 
New York banks arranges for an offset of checks and the pay- 
ment of only a small balance of cash, therefore the banking business 
in New York is not concerned with legitimate business. It is 
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sometimes pointed out that the total sales of wheat, for instance, 
are greatly in excess of the annual crop and therefore that a 
large quantity of this must be mere “wind.” The same thing 
can, of course, be proved regarding any other commodity. The 
number of overcoats sold, by multiplying the sales of manufac- 
turers to jobbers, jobbers to wholesalers, wholesalers to retailers, 
and retailers to consumers, may be shown to be several times the 
number of overcoats produced in the country, and it would be as 
sensible to say that a large part of the transactions in overcoats 
represents simply “ wind.” Speculation could continue without 
a Clearing House, and in fact the New York Stock Exchange was 
very late in adopting this device. Nothing as to the legitimacy 
or illegitimacy of transactions can be determined from the mere 
adoption of an up-to-date business method. 


B.—It should hardly be necessary to prove that short selling 
is an entirely honorable and absolutely necessary practice. It is 
strange, however, that even in fairly intelligent publications we 
should so frequently see the statement that “it is wrong to sell 
something which the seller does not own.” As a matter of fact 
this is a most common practice in all lines of business. The man- 
ufacturer sells goods before he has produced them, the builder 
contracts to deliver a house at a certain date which he not only 
does not possess, but for which he has not even bought the raw 
materials or hired the labor. The clergyman contracts to 
deliver the sermon for a price, although the sermon has not been 
written. If contracts for future delivery were to be limited in 
all cases to delivery of things already in possession of the con- 
tracting party, business would be hampered in a thousand differ- 
ent ways. There is absolutely no reason why a wheat dealer or 
a flour dealer should not make a contract for the delivery of his 
commodity three months from date, knowing perfectly well that 
he can fulfill the contract by securing the necessary article. To 
call this ethically wrong is simply ridiculous. 


Furthermore, the very advantages of a speculative market 
which have been enumerated above require active short selling 
as an essential part of the machinery of a continuous market. If 
there was no bear element in the market to offset the bull element 
none of the beneficial effects of speculation on prices could be 
secured. Contrast, for instance, real estate speculation with spec- 
ulation in securities or commodities. In the case of land specu- 
lation there can be no short selling because each piece of real 
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estate has a separate character. Consequently, we see again and 
again the evils which result from an entirely uncontrolled land 
boom sending prices to an absurd point, followed by a sudden 
and immediate collapse at the end of which prices go down with- 
out limit. In the case of organized speculation with short selling, 
however, this is impossible. Before boom prices get too high the 
short seller is active in making sales which check the advance, 
and when a slump comes these same men support the market by 
their covering transactions. The short seller is not only a justi- 
fiable figure in the speculative market but an absolutely essential 
one. 

C.—Margin speculation has unquestionably many evils. Men 
with gambling instincts can use margin speculation to play for 
higher stakes than if they were limited to the amount of their 
capital, and unquestionably this practice has become dangerously 
widespread. On the other hand it is useless and undesirable to 
attempt to make a distinction between transactions according as 
to whether they are carried out on a deposit of margin or not. 
This again is a perfectly legitimate practice in other fields. Many 
a poor man buys his house by a payment of a margin and giving 
a mortgage for the balance. Our whole system of transactions 
on credit would have to be given up if we were to lay down as 
a general principle the rule that no man should buy anything 
which he is not able to pay cash for on the spot. - Perfectly 
legitimate transactions can be made either in real estate or pota- 
toes or wheat or securities by the payment of only a portion of 
the purchase price at the time the contract is made. What actu- 
ally takes place is that the balance of the purchase price has to 
be borrowed. The broker carries the stocks for the customer and 
charges him interest, and he in turn probably has to borrow on 
the collateral of these stocks in order to get the funds himself. 
Speculation on margin is nothing more than speculation on bor- 
rowed means, and, even if the practice of buying on margin were 
not allowed, the same thing could be accomplished by borrowing 
money and purchasing outright. The present method, to be sure, 
facilitates the practice, but there is no essential distinction between 
the two. 

Nothing that has been said above is intended in any way to 
justify bucket-shop trading. Bucket shops are betting establish- 
ments pure and simple, with no actual delivery and no restric- 
tion on the character of dealings. By allowing “customers” to 
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deal in five or ten share lots on a one per cent. or two per cent. 
margin they enormously increase those evils which are bad 
enough already in the case of the stock exchanges. This evil of 
speculating on margin is largely a matter of degree. To put up 
one per cent. in cash and borrow ninety-nine per cent. is, on the 
face of it, an irresponsible practice. It may well be questioned 
if the ten per cent. margin of the stock exchange is not lower 
than should be allowed. Probably if the members of that insti- 
tution could bring themselves to change their rules to the extent 
of requiring twenty-five per cent. in all cases, they would remove 
a good deal of the evil without seriously hampering legitimate 
business. 

Great then as the evils are which result from the facility with 
which men of small means can borrow through this practice of 
using the purchased securities as collateral, there is no way what- 
ever of distinguishing the desirable from the undesirable trans- 
actions on this basis. No general legal regulation could be made 
which would not severely hamper many kinds of perfectly legiti- 
mate business on the stock exchange and in commercial markets 
everywhere. 

It will be seen then that since the form of transaction is in 
all cases the same, any attempt to discriminate between them 
would be fraught with very grave danger. Furthermore, it 
should not be forgotten that there is very close connection between 
speculation and what some people would call “ real commerce” 
in distinction to speculation. No one can properly understand 
the real meaning of the speculative market who cannot grasp 
the idea that it is commerce which makes speculation and that 
speculation cannot exist apart from genuine business. On the 
contrary, speculation and the machinery of the speculative mar- 
ket have arisen as devices for facilitating real commerce. Con- 
sequently a restriction of the speculative market almost always 
involves a curtailment of trade in real commodities. The illustra- 
tions of this, historically, are numberless. Back in the fourteenth 
century it is reported that the town authorities of Yarmouth 
attempted to stop speculative jobbing in herring with the result 
that the whole herring business, that is, the commerce in real 
herring, left the town of Yarmouth and went to neighboring 
towns where methods of business were unrestricted. From that 
time to the present similar instances all point in the same direc- 
tion. The coffee business was at one time centered in the city 
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of Havre. Interference there with the freedom of speculative 
transactions drove the business to Hamburg, and the interference 
with speculation in Germany in the last ten years has tended to 
reduce the importance of Hamburg as a center for the real coffee 
trade and to increase the importance of London. Ten years ago 
Hamburg did twice the business of London. To-day London 
does more business than Hamburg. 


In the same way the speculation in securities is bound up in 
the closest way with the whole matter of the investment of capital 
and the accumulation of the necessary means for carrying out 
great industrial enterprises. Just in so far as the stock market 
has a speculative clientele, it becomes an open and broad market; 
and just in proportion as it becomes an open and broad market, 
it facilitates the disposal of great issues of stocks and bonds which 
are necessary for the carrying out of the industrial undertakings 
of the present age. The limitation of this broad market must 
inevitably prove a hindrance in the financing of the most legiti- 
mate enterprises, and any interference with the freedom of spec- 
ulation must inevitably lessen openness of the market. 

The conclusion from the above is that if we attempt to secure 
the benefits, while restricting the evils, of speculation, through dis- 
criminating against certain kinds of transactions, we find it impos- 
sible to really discriminate in any way according to the form of 
the transaction, while inevitably, by restricting the forms of com- 
merce and of commercial methods, we put a severe handicap on 
entirely legitimate enterprise. 

If we turn now to the second problem under this head, namely, 
the question of excluding a certain type of speculators, we cannot 
fail to realize that if this can possibly be done it would be from 
many points of view a very desirable action to take. The ques- 
tion, however, is an extremely difficult one. What rules can we 
lay down as to the fact that John Doe shall be allowed to specu- 
late and Richard Roe shall not? One of the most interesting 
facts of the German act was the serious effort which was made to 
accomplish this result. No more genuine effort in this regard 
was ever made, and yet the act has proved a confessed failure in 
this regard. The scheme adopted was that all people wishing to 
deal in the speculative markets should have their names registered 
in an exchange register. It was then provided that all transac- 
tions carried out for unregistered persons should not be binding, 
and the customer could escape the obligation by advancing the 
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defense of wager. It was supposed that this would have the 
result that the outsider would not dare to publicly announce him- 
self as a speculator through registration, and the broker would 
not dare to deal with an unregistered party for fear of loss. 


It must be admitted that this feature, among others of the act, 
seriously reduced the amount of business done, but there is every 
reason to suppose that it checked legitimate business fully as 
much, if not more, than the kind that the reformer wished to 
exclude. In the first place, it was certainly a high price to pay 
for the desired result even if accomplished. It had the effect of 
stimulating fraudulent speculation in the place of honest specu- 
lation. As a matter of fact, the outsider did not stay away from 
the speculative market, but found that the brokers inevitably were 
obliged to take their chances in order to carry on business. Hence, 
it simply had the effect of stimulating the whole dishonest element 
to enter into speculative transactions, since, in case of gain, they 
could claim the profits and, in case of loss, could throw the defense 
of wager in the broker’s face. In fact, under this act of course it 
would be possible for a man to play both sides of the market and 
take his profits in the one case and refuse to meet his losses in 
the other. It is very questionable whether the best way of stop- 
ping gambling is to publicly inculcate the principle of “ welching ” 
on gambling bets. Certainly the effect on both trade and morals 
seems to have been undesirable. 

In the next place one effect of this provision was to lead to 
great loss of trade on the German exchanges in favor of foreign 
exchanges. Statistics show that the securities held abroad by 
leading banking and brokerage houses for their customers 
increased in a few years all the way from threefold to fivefold, 
according to the individual case. Enormous sums were put into 
speculative mining shares abroad by the German speculating pub- 
lic who were hampered in their enterprises at home. In the same 
way the number of agents of foreign brokerage houses on the 
German exchanges increased rapidly, showing that that section 
of the public whom the law desired to exclude were simply find- 
ing methods of carrying out their intentions in other ways. 

Again a result of this restriction of business was to make the 
extremes of speculation even greater. In the boom of 1900 the 
prices of mining and industrial shares in which speculation had 
been prohibited went soaring as the outside public bought reck- 
lessly by roundabout methods. The prices were doubtless higher 
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than they would have been had there been an unrestricted bear 
element in the market to oppose this bull movement. On the 
other hand when the collapse came in 1901 the resulting fall and 
the consequent losses were all the greater. This again, I believe, 
was due to the fact that the market was restricted and there was 
no sufficient force to withstand the panic. 


Considerations like this indicate a fact which is sometimes 
forgotten even by those who fully appreciate the necessity of the 
speculative market. This fact is that speculation, even on the 
part of the public, with all its evils, has a very important bene- 
ficial effect. Unless the public speculates to some extent the 
market will be not only very restricted but will be in consequence 
much more open to manipulation. The bigger and broader the 
market the less chances there are for rigging prices. It may 
seem a very high price to pay for the open market that the specu- 
lative spirit should continue on the part of the public, but it would 
be a mistake to suppose that speculation can be confined to a few 
great operators and still offer the benefits which the present mar- 
ket gives. This again has been a noticeable feature in the case 
of the German market. The small brokers and bankers have been 
more and more crowded to the wall, and business had been cen- 
tered increasingly in the great banks. There are doubtless other 
reasons for this, but the difficulties of carrying out transactions 
on the exchange stimulated the dealings with the large banks who 
carry great masses of securities and can make their offsets directly 
in the bank, so that the control of a few institutions over the 
prices of the stock market is much greater there than would be 
the case if a wide public was included. 

The conclusion then in this regard is that, first, any method 
of discriminating between individual speculators is extremely 
difficult and on the whole contrary to all our American ideas. We 
have never yet gone so far as to restrict individuals by law from 
buying any kind of property, whether expensive cigars for con- 
sumption, or houses to live in, or stocks for speculation, on the 
ground that they were not able to afford such indulgences. To 
make it unlawful for one man to buy because he has only $5,000 
a year and lawful for another man to do exactly the same thing 
because he has $10,000 a year would be a degree of paternalism 
which if effectual would be extremely exasperating. Secondly, 
as shown by German experience any measures that could be 
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devised are almost certain to prove unsuccessful in accomplishing 
their ends. The chances are that restriction will much more seri- 
ously lessen the amount of legitimate transactions than that it 
will keep out the incorrigible and undesirable element. 

It may seem that what has been said above shows a sad lack 
of appreciation of the harm which comes from irresponsible spec- 
ulation by the outside public. It is not, however, in proportion 
to our feelings on this subject that intelligent men will advocate 
legislation, but in proportion as they feel that such legislation will 
be successful. From a study of the effects of speculation and the 
effects of all suggested methods of controlling it, the conclusion 
is almost irresistible: that legitimate and illegitimate transactions 
are so closely bound together, and the whole business of specu- 
lation is so closely connected with the interests of actual com- 
merce, that any interference with the delicate machinery by the 
blundering fingers of the law will diminish the beneficial elements 
of speculation without effectually diminishing its evils. The 
recent suggestion of Governor Hughes that we should “ ascertain 
the manner in which illegitimate transactions may be presented 
and legitimate business safeguarded,” is not so simple as it sounds. 

Improvements of this kind must come by means of a very dif- 
ferent movement, and this movement must be in the nature of 
increased intelligence and a higher moral standard on the part 
of both the speculating public and on the part of the brokers them- 
selves. It is, perhaps, too much to hope that the speculating pub- 
lic, which is recruited year by year by the growth of new genera- 
tions, will ever become more conservative. It may at least be 
hoped, however, that a more public-spirited standard may be 
gradually adopted by the fraternity of brokers and that those who 
consciously allow customers to plunge beyond their means and 
to run the dreadful risks of bankruptcy and embezzlement will 
be so ostracized by their fellows that the practice will be restricted 
from the inability to find men to carry out transactions of this 
kind. As to how this is to be brought about, whether possibly 
by the adoption of new rules by the exchanges or by gradual 
increase of the better and more conservative element in those 
bodies, it is impossible to discuss here. A hint was given above 
as to a possible change in rules regarding margins. The plain 
fact remains, however, that the solution lies in the reformation 
from within rather than from without. 
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Joun C, Duncan, Pu. D., 
Assistant Professor of Economics and Sociology, Ohio State 
University. 

In 1886 the New York State Legislature adopted a fire insur- 
ance policy which has since become, throughout the greater part 
of the United States, the standard form under which fire insur- 
ance contracts are written, 

The policy, after stating the conditions under which insurance 
may be written and the requirements which must be fulfilled in 
order to make the contract binding, specifies the conditions which 
must be complied with to make recovery in case of fire loss. 
These conditions are presented in lines 67 to 91 inclusive, and 
may be summarized as follows: 

I. REQUIREMENTS TO BE FULFILLED IN CASE OF Fire Loss. 

1. Insured gives notice immediately to the insurance com- 
pany of the fire loss. 

2. Insured separates at once the damaged from the un- 
damaged goods. 

3. Insured makes complete inventory of damaged and un- 
damaged goods, stating quantity and cost of each and amount 
claimed thereon. 

II. How Proor or Loss SHALL BE PRESENTED. 

Insured shall give to insurance company, within 60 days, a 
signed, sworn statement giving: : 

1. Time and origin of fire. 

2. Interest of insured and others in property. 

3. Cash value of each item and loss and damage each article 
has sustained and total amount of loss. 

4. All incumbrances on property. 

5. All other insurance on property. 

6. <A copy of all the descriptions and schedules in all policies. 

7. Any change in title, use, occupation, location, or exposure 
of said property, subsequent to date when policy was issued. 

8. By whom and for what purpese buildings or parts thereof 
were occupied at time of fire, 

9. In addition shall furnish if required: 

a. Verified plans and specifications of any buildings, fix- 
tures or machinery destroyed or damaged. 


* Copyright, 1908, by John C. Duncan. 
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b. A certificate from a magistrate or notary public stating 
the circumstances of the fire have been examined and certifies 
loss has been honestly sustained, 


III. Vertrication or Loss, 

The insured shall as often as required: 

1. Exhibit all the remains of property injured or destroyed. 

2. Submit to examinations under oath by any person named 
by insurance company. 

3. Produce for examination all books of account, bills, in- 
voices and other vouchers or certified copies of originals, if origi- 
nals be lost, at such reasonable place as may be designated by the 
insurance company or its representatives and shall permit extracts 
and copies thereof to be made. 

IV. ApyustMENT OF D1IFFERENCES IN CASE OF FAILURE TO 

AGREE AS TO THE AMoUNT oF Loss SUSTAINED. 

This section provides that in event of disagreement the method 
of procedure shall be as follows: 

1. The insured and company shall employ two competent and 
disinterested appraisers, each selecting one. 

2. The two appraisers shall then select an umpire, to whom 
shall be submitted all differences of the appraisers. 

3. The award of any two in writing shall determine the 
amount of loss. 

Fire insurance companies frequently find people somewhat dis- 
inclined to carry an amount of insurance equal to the total value 
of the property. In case of a fire the company is expected, in 
absence of a different understanding, to make good the loss up to 
the amount covered by the insurance. In this way small damages 
to property result in disproportionately large losses to the insur- 
ance companies. To circumvent this difficulty insurance com- 
panies attach a “ Reduced Rate Average Clause ” to the contract 
which requires the insured to maintain a given percentage of in- 
surance to value. The agreement quoted below is such a co- 
insurance clause. It is attached to and forms a part of the policy. 

EIGHTY PER CENT. CO-INSURANCE CLAUSE. 

It is a part of the consideration of this policy, and the basis upon which 
the rate of premium is fixed, that the assured shall maintain insurance on 
the property described by this policy, to the extent of at least eighty (80) 
per cent. of the actual cash value thereof, and failing so to do, the 


assured shall be co-insurer to the extent of such deficit, and to that extent 
shall bear his, her, or their proportion of any loss, and it is expressly 
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agreed that in case there shall be more than one item or division in the 
form of this policy, this clause shall apply to each and every item. 


Property owners are frequently obliged to carry stock in more 
than one building. To avoid the necessity for keeping traces of 
the values in each building at all times the “ Distribution Average 
Clause” is added. This clause distributes the insurance in pro- 
portion to the values, and in case of loss in any one building it is 
necessary to determine the value of the insured property in the 
unburned buildings as well as the value in all of the buildings, in 
order to disclose the amount of insurance covering the damaged 
portion of the property. 

The text of the Average Clause is as follows: 

AVERAGE CLAUSE. 

It is understood and agreed that this Policy shall attach in each of 
the above named premises (or buildings) only in that proportion of the 
sum hereby insured, that the value of the property covered by this Policy, 
in each shall bear to the whole value of such property in all of such 
premises (or buildings). 

In order to make an adjustment of a fire loss it is necessary 
for both the insurance company and the insured to have an exact 
knowledge of the actual loss involved. The insurance company 
is not, in most states, by law required to pay more than the actual 
loss, even if the loss be total and the amount of insurance carried 
is considerably greater. When a loss is partial and the insurance 
covers the building, machinery, furniture and fixtures, stocks on 
hand, including raw materials, partially finished and completely 
finished materials, the methods of arriving at the loss may involve 
some difficulties. One or a combination of several of the follow- 
ing are schemes utilized in determining a loss: 

(I) The ruins and debris are examined and the superintend- 
ents, foremen and other workmen are questioned as to the ma- 
terials originally in the building, their value and previous 
condition. 

(II) The purchase and sales records, books, memorandums 
and other papers are carefully examined in order to determine the 
following: 

(1) The inventory of materials on hand at a given period. 

(2) The purchase of new materials since the inventory 
until the fire took place. 

(3) The sales of finished goods or purchased materials 
since last inventory. 
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(4) The amount of unfinished goods lost that was in pro- 
cess of manufacture. 


The value of the unfinished goods is determined by adding to 
the raw materials cost, the labor costs, and other expenses inci- 
dental to manufacture up to the state in which the goods existed 
at the time of their destruction. 


(III) The records and books of firms which purchase from 
and sell to the insured are examined in order to verify statements 
made or to determine losses incurred. 


Obviously both the insurance company and the assured will 
find it mutually advantageous to have exact records of the busi- 
ness transactions of the latter concern. Accurate accounting is a 
protection to the legitimate insurer and at the same time guards 
the insurance company against the fraudulent encroachments of 
people who are interested in overstating their losses. Unless 
chicanery is intended no one can reasonably object to the insur- 
ance company insisting upon the condition that the books of the 
assured be kept in such a way that at any time the value of the 
property of the concern may be readily determined. 

In order to obtain an absolutely correct statement of a loss, in 
case the necessity arises, insurance companies frequently insist 
that the books be kept according to certain specifications. The 
following clauses frequently form a part of the agreement of 
insurance contracts, attached in the form of a warranty to keep 
books and inventory and produce them in case of loss. 


1. The insured must have an itemized inventory of the stock 
described in the policy taken within twelve calendar months prior 
to the date of the policy, and a complete daily record of all subse- 
quent transactions affecting such stock, or such inventory shall 
be taken in detail within thirty days after such date, or the policy 
shall be null and void. The insured, however, has permission of 
recovering his unearned premium. 

2. The assured will keep a set of books which shall clearly 
and plainly present a complete record of the daily business trans- 
acted, including all purchases, sales, and shipments of stock, 
whether for cash, credit or exchange, from the date of and during 
the continuance of the policy. 

3. In the case of loss the assured must produce such books, 
records and inventory for the inspection of said company as often 
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agreed that in case there shall be more than one item or division in the 
form of this policy, this clause shall apply to each and every item. 


Property owners are frequently obliged to carry stock in more 
than one building. To avoid the necessity for keeping traces of 
the values in each building at all times the “ Distribution Average 
Clause” is added. This clause distributes the insurance in pro- 
portion to the values, and in case of loss in any one building it is 
necessary to determine the value of the insured property in the 
unburned buildings as well as the value in all of the buildings, in 
order to disclose the amount of insurance covering the damaged 
portion of the property. 

The text of the Average Clause is as follows: 

AVERAGE CLAUSE. 

It is understood and agreed that this Policy shall attach in each of 
the above named premises (or buildings) only in that proportion of the 
sum hereby insured, that the value of the property covered by this Policy, 
in each shall bear to the whole value of such property in all of such 
premises (or buildings). 

In order to make an adjustment of a fire loss it is necessary 
for both the insurance company and the insured to have an exact 
knowledge of the actual loss involved. The insurance company 
is not, in most states, by law required to pay more than the actual 
loss, even if the loss be total and the amount of insurance carried 
is considerably greater. When a loss is partial and the insurance 
covers the building, machinery, furniture and fixtures, stocks on 
hand, including raw materials, partially finished and completely 
finished materials, the methods of arriving at the loss may involve 
some difficulties. One or a combination of several of the follow- 
ing are schemes utilized in determining a loss: 

(I) The ruins and debris are examined and the superintend- 
ents, foremen and other workmen are questioned as to the ma- 
terials originally in the building, their value and previous 
condition. 

(II) The purchase and sales records, books, memorandums 
and other papers are carefully examined in order to determine the 
following : 

(1) The inventory of materials on hand at a given period. 

(2) The purchase of new materials since the inventory 
until the fire took place. 

(3) The sales of finished goods or purchased materials 
since last inventory. 
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(4) The amount of unfinished goods lost that was in pro- 
cess of manufacture. 


The value of the unfinished goods is determined by adding to 
the raw materials cost, the labor costs, and other expenses inci- 
dental to manufacture up to the state in which the goods existed 
at the time of their destruction. 


(III) The records and books of firms which purchase from 
and sell to the insured are examined in order to verify statements 
made or to determine losses incurred. 


Obviously both the insurance company and the assured will 
find it mutually advantageous to have exact records of the busi- 
ness transactions of the latter concern. Accurate accounting is a 
protection to the legitimate insurer and at the same time guards 
the insurance company against the fraudulent encroachments of 
people who are interested in overstating their losses. Unless 
chicanery is intended no one can reasonably object to the insur- 
ance company insisting upon the condition that the books of the 
assured be kept in such a way that at any time the value of the 
property of the concern may be readily determined. 

In order to obtain an absolutely correct statement of a loss, in 
case the necessity arises, insurance companies frequently insist 
that the books be kept according to certain specifications. The 
following clauses frequently form a part of the agreement of 
insurance contracts, attached in the form of a warranty to keep 
books and inventory and produce them in case of loss. 


1. The insured must have an itemized inventory of the stock 
described in the policy taken within twelve calendar months prior 
to the date of the policy, and a complete daily record of all subse- 
quent transactions affecting such stock, or such inventory shall 
be taken in detail within thirty days after such date, or the policy 
shall be null and void. The insured, however, has permission of 
recovering his unearned premium. 

2. The assured will keep a set of books which shall clearly 
and plainly present a complete record of the daily business trans- 
acted, including all purchases, sales, and shipments of stock, 
whether for cash, credit or exchange, from the date of and during 
the continuance of the policy. 


3. In the case of loss the assured must produce such books, 
records and inventory for the inspection of said company as often 
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as may be required by said company or its adjuster. In the event 
of the failure or inability of the assured to produce the books the 
policy becomes null and void. 

The terms of the above warranty are explicit in regard to the 
sources of information which must be submitted to the insurance 
company by the assured. Even with all these provisions one of 
the most difficult problems that comes to the insurance accountant 
for solution, is to properly analyze the accounts presented in order 
to do justice to the assured and at the same time protect the insur- 
ance company. At times the books may show a much more 
healthful state of affairs than is actually indicated by the ruins 
remaining after the fire. Where fraud is intended false entries 
may be made in order to give a greater book value to the assets of 
the concern than are really in existence. Again careless book- 
| keeping or loose accounting methods may be a material source of 
error. 

Unintentional mistakes are due to ignorance or carelessness, 
while intentional ones can be attributed to fraud. Ifa fire occurs 
the insurance accountant examines the books not only for the 
period immediately preceding the fire but for some time in the 
past. The reason for this precaution is that the present book 
showing of a company may or may not reflect accurately the con- 
ditions of the business. Some time ago a well known insurance 
appraiser in the State of Ohio told the writer an interesting story 
admirably illustrating the point. 

A plant had been burned out almost completely, but it was 
possible to gather some idea of the loss from the debris. In look- 
ing over the books a remarkable fact developed. Every year the 
machinery seemed to increase in value to an unwarranted degree. 
There were no considerable purchases of new machinery to 
account for the development. On investigation it was found the 
firm’s bookkeepers had been charging all cost of repairs to in- 
creasing the value of the machines, while no considerable amount 
was charged off for depreciation. In this way they had added 
about $40,000 to the book value of the machinery and had paid out 
that sum in dividends, which payments, as a matter of fact, were 
putting the firm into a very precarious condition. 

Every fire in a manufacturing establishment involves not only 
a loss of machinery and building, but, in addition, one of goods, 
either raw materials, partly manufactured goods or finished prod- 
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ucts. In estimating the total losses all these items must be con- 
sidered, but the remainder of this paper will be confined to an 
accounting scheme for keeping record of the machinery and 
appliances necessary to carry on the manufacturing, reserving for 
the next issue the handling of the goods accounts. 

The values of machinery and equipment at any time, in a 
building may be expressed by the following formula: 

(Original Cost of Machinery and Equipment + New Addi- 
tions) — (Depreciation + Superseded Equipment and Machin- 
ery) = Present Value of Machinery and Equipment. 

The cost of repairs, renewals and maintenance in general do 
not properly figure into the accounts because such items are intro- 
duced to keep the value of the machinery and equipment up to its 
initiatory basis. They do not properly add to the assets of the 
concern and should not be so recorded. 

It is evident the problem of keeping accurate record of these 
assets can be most readily solved by adopting an accounting sys- 
tem which will suit the requirements of the above formula. 

Within recent years a number of important concerns, espe- 
cially in the textiles industries, have adopted an inventory scheme 
which is exceedingly effective. A plan is made of every depart- 
ment of the establishment, and on the sheet is indicated every 
machine or piece of equipment within the section so drawn. All : 
pieces in the department are numbered, no matter how small, and 
shown in the drawing. In addition a separate record is kept 
containing their descriptions, which includes, besides an accurate 
description of the machines, information relating to their prices, 
dates of purchase, rates of depreciation, from whom purchased, 
by what power driven, when and how disposed of, and the amount 
realized in their disposal. The figure on page 448 is taken from a 
part of such a drawing of a well known textile plant in 
Philadelphia. 

The drawings below reveal considerable information. They 
show the dimensions of the plant or department, and indicate the 
exact placing of every piece of equipment. In addition, on the 
same sheet, with the drawing is tabulated a brief description of 
the machines, the number of each, the methods of driving them, 
and a description of the motive power. A more detailed state- 
ment of these items is entered on typewritten sheets which give 
full descriptions of the inventory. 
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Whenever a change is made in the equipment the drawing is 
altered, the table is corrected to correspond with the change, and 
the descriptive part of the record is corrected, in order to give 
accurate indication of the new conditions within the plant. 

Accuracy and fairness in keeping these inventory records are 
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essential. Insurance companies prefer, at times may even insist, 
that they be kept by disinterested appraising firms in order to 
guarantee absolute trustworthiness. It is not, however, an im- 
perative necessity for an outsider to keep such records, because, if 
their reliability should be questioned, fallacies will be detected 
from internal evidence. 

Save in unusual cases machinery is acquired by purchase and 
a bill of sale is always given with such transactions. In addition 
the machine manufacturing companies keep their sales records. 
In case of any dispute the insurance companies can refer to these 
records, and thus, by making proper depreciation allowances, ob- 
tain a close approximation of the value of the machinery from an 
independent source. 

The inventory record described possesses a number of advan- 
tages. Aside from its advantages in case of fire it keeps the firm 
carrying it thoroughly informed as to the exact status of all its 
possessions within the plant. The true value of the equipment, 
both in total and in individual items, is never obscured. In case 
of fire this absolute record of its possessions enables the firm to 
recover its losses with a minimum amount of controversy. Dis- 
putes can hardly arise if the records are accurately kept, because 
in such a case they show all that was owned. The loss entailed is 
bound to be the difference between the original value and the 
value of the ruins. 

Even if the records are not accurately kept they serve as a con- 
venient basis for the tracing out of the original value. It fre- 
quently happens the assured will, after a fire, unless he possesses 
such a record, be unable to tell just what his losses are. Many 
times he overlooks important items in his loss statements to the 
insurance companies. In this way he loses by not recovering 
amounts to which he is justly entitled. 

Insurance companies feel quite justified in paring down claims 
whenever their validity is in any doubt. As a result, after a fire, 
there is constant opportunity for disagreement where no such rec- 
ord is kept. Seldom indeed, after large conflagrations, are ad- 
justments made without entailing friction and always at the 
expenditure of considerable sums of money. These sums far 
exceed the entire cost of installing a proper fire inventory system 
in the first place, and, in addition, the after expenditure never 
proves so satisfactory. 
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By Leo GREENDLINGER, B. C. S. 
Instructor of Accounting in New York University School 
of Commerce, Accounts and Finance. 


As explained in the first installment of this article, which 
appeared in the February issue, the books described are classified 
as follows: 

Part I, treats of those volumes which deal with one or more 
special forms of accounts. In the case of each volume, it will be 
noted, as far as possible, for what grade of students it is best 
adapted. The part is subdivided into Section A, containing the 
first series of volumes of the Accountants’ Library from Vol. I to 
Vol. XX, and Section B, containing the second series of volumes. 

Part II, treats of other accounting literature, and is sub- 
divided into three sections, viz. : 

Section A, to contain a description of the books adapted best 
for the elementary study of accounting. 

Section B, to contain a description of the books suitable for 
intermediate study. 

SecTIon C, to contain a description of books adapted to the 
advanced study of accounting. ‘ 

PART I (Section B). 

Vol. XXI. Municipal Accounts, by John Allock, F. S. A. A. 
While the book does not treat the subject in general, but as applied to 
England, yet on account of the great number of forms (61) it is at least 
a good guide in the introduction of a system of accounts for municipal- 
ities. 

Vol. XXII. Underwriters’ Accounts, by Spicer and Pegler, A. C. A. 
Like other volumes of the Accountants’ Library this book treats 
of the forms and books, as well as accounts incidental to underwriters’ 
accounts. 

Vol. XXIII. Jewelers’ Accounts, by Allen Edwards, F. C. A. 
The book treats of the account and book forms incidental to jewelers’, 
silversmiths’ and kindred traders’ accounts. It gives a list of all books 
required for properly recording transactions, as well as determining the 
cost of articles produced, etc. It is especially valuable for the chapter on 
the prevention of fraud, theft, embezzlements, losses, etc. 

Vol. XXIV. Multiple Shop Accounts, by J. Hazelip, F. C. I. 
S. Though this volume is especially adapted to England, yet it gives a 
general description of the working of shops and introduces various forms 
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of books and accounts. It also gives a Pro-Forma Ledger, with explana- 
tory text. 

Vol. XXV. Building Societies’ Accounts, by W. Collin Grant- 
Smith, LL. B., A. C. A. This book is especially adapted to permanent 
societies. It takes up the nature and constitution of building societies, 
and gives the bookkeeping, forms and tables for this class of accounts. 

Vol. XXVI. Depreciation, Reserves, and Reserve Funds, by Lawrence 
R. Dicksee, M. Com. F. C. A. The author, in his introduction, 
acknowledges that he is fully aware that he is discussing some of the 
most vexed questions in relation to accounts, and for that reason he has 
throughout the book endeavored, as far as possible, to separate matters 
of mere opinion from matters of fact. The book gives all the methods by 
which depreciation may be covered, showing by different tables how the 
results should be arrived at. 

It further treats of Reserve Funds, Secret Reserves, Sinking Funds. 
The book devotes also one chapter to the Double-Account System. 

Vol. XXVII. Quarry and Stone Merchants’ Accounts, by A. E. 
J. G. P. Ibotson, A. C. A. This book, perhaps more than any other of 
the Accountants’ Library volumes, is for the accountant student rather 
than for the owner or manager of a quarry. 

Vol. XXVIII. Friendly Societies’ and Trade Unions’ Accounts, 
by E. Furnival Jones, A. S. A. This is a purely local (English) book and 
treats only of ordinary friendly societies, branches of registered orders, 
and of trade unions. It gives all forms, a standard general ledger, and 
final accounts, concluding with the audit of friendly societies. It may, 
perhaps, be of interest to note that under the name “ Friendly Societies,” 
the Chief Registry Office in England includes: ordinary friendly societies, 
branches of registered orders, collecting friendly societies, benevolent 
societies, workingmen’s clubs, specially authorized societies, and all the 
insurance societies. 

Vol. XXIX. Electric Lighting Accounting, by George Johnson, 
F. S. S. F. C. I. S. The book gives the principles and forms for the 
various books of account, as well as statistical books, and a set of Pro- 
Forma transactions. 

Vol. XXX. Fraud in Accounts, by The Editor of The Accountants’ 
Library. The book discloses how frauds are exercised, resulting 
in misappropriation of money or goods, and gives special instructions 
how to detect them. It further gives systems for a proper internal check. 

Vol. XXXI.  Drapers’, Dressmakers’, and Milliners’ Accounts, 
by George H. Richardson, F. S. S., F. C. I. S. This volume is purely 
local (English) and gives forms of books and accounts incidental to 
this industry. 

Vol. XXXII. Wine and Spirit Merchants’ Accounts, by A. 
Sabin. The author, in the introduction, traces fully the wine industry, 
giving various tables, and states that “the object of this volume is to set 
forth simply and clearly a system of accounts which may be considered 
necessary to enable a wine and spirit merchant to ascertain his position 
at the end of his trading period as regards his stock in hand, sales, and 
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profit or loss made.” The book as a whole is applicable to a general 
liquor business. 

Vol. XXXIII. Dairy Accounts, by F. Rowland, A. C. A. 
The treatise covers the entire industry, by giving not only the forms and 
books, but also worked out sets and illustrations. A good many of the 
forms, however, are more common in England than for the general 
trade. 

Vol. XXXIV. Brickmakers’ Accounts, by W. H. Fox, F. C. A. 
The book treats of the subject in such a way as to make it adjustable 
not only to the experienced accountant, but also to the beginner. It 
begins with specimen Balance Sheets and Profit and Loss Accounts, 
followed by forms of books with Pro-Forma entries and explanations. 

Vol. XXXV. Timber Merchants’ Accounts, by Ernest E. Smith, 
A. C. A. This book is valuable not only to accountants, but to the trade 
as well. It is a complete treatise on the subject, and deals with the 
accounts of a wholesale and retail timber merchant, and all books, accounts, 
and forms are fully explained and elucidated. In one of the chapters a 
complete set of accounts is worked out. 

Vol. XXXVI. Insurance Companies’ Accounts, by Edgar A. 
Tyler, F. S. A. A, F. C. L, F. S. S. The book treats of the various 
forms of insurance, viz.: fire, accident, burglary, sickness, fidelity, guar- 
antee, and life. The book avoids general principles of bookkeeping, or 
other matters which are found in a general treatise on accounting, and 
treats only of the technicalities of account-keeping relating to the business 
of insurance. In the words of the author, “ The book has been designed 
to meet the requirements of three classes of readers: 

“(1) Auditors desirous of obtaining information upon the technicali- 
ties of the business. 

“(2) Accountants who may be called upon to devise a Set of books 
for a new company, or to suggest an extension or improvement in an 
existing system. 

“(3) Students of insurance generally.” 

Vol. XXXVII. Hotel Accounts, by Lawrence R. Dicksee, M. Com., 
F. C. A. This book treats the subject in a general way, giving forms as 
well as books incidental to this class of accounts. It devotes also a few 
pages in explaining how to audit the books and about an internal check 
system. 

Vol. XXXVIII. Laundry Accounts, by F. J. Livesey, F. C. A. The 
book is divided into three parts, viz. : 

Part 1, dealing with subsidiary and statistical books relative to the 
collection, delivery, etc., of customers’ articles of washing. 

Part 2, dealing with the books of account necessary to be kept for 
recording the transactions of a laundry concern. 

Part 3 is devoted to incidental matter, such as: weekly returns, de- 
preciation, branch accounts, etc. The book gives also examples of ruling, 
with explanatory text, and a set of Pro Forma transactions of a laundry 
business for one month, together with Profit and Loss Account for the 
month and Balance Sheets, as at the commencement and end of the month. 
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Vol. XXXIX. Cotton Spinning Companies’ Accounts, by William 
Moss, F. C. A. More than two-thirds of the contents of this volume are 
devoted to books of account, forms, etc., showing also statistical 
books, as well as the different ledgers, with all incidental accounts. 
In the words of the author: “It is intended to show in the Pro- 
Forma accounts appended hereto, the method of keeping, by double 
entry, the books of a limited cotton and spinning company owning a mill 
containing 82,044 spindles, of which 36,426 are twist, and 45,618 weft, 
spinning American cotton.” While some of the books, and perhaps ac- 
counts, are necessarily local (English), arranged to comply with the 
requirements of the Company’s Acts, of 1862 to 1900, yet the practical 
data given can be used with advantage for this class of accounts in 
general. 

Vol. XL. Shipping Accounts, by R. R. Daly, F. C. A. The book 
treats of the shipping industry in general, and gives forms of accounts 
and books with explanations of all the forms. 

Vol. XLI. The Accounts of Trustees, Liquidators, and Receivers, by 
Sidney Stanley Dawson, F. C. A., F. C. I. S., F. S. S. While the book 
treats the above mentioned accounts in detail, the whole treatment is 
based on English Acts of Parliament. 

Vol. XLII. Multiple Cost Accounts, by H. Stanley Garry, A. C. A. 
This volume is the first of the group presenting cost accounts, adopted 
in this series, and is applicable to undertakings where a number of prod- 
ucts are involved, bearing little or no apparent relation to each other in 
cost or selling price—such as engineering specialties, cycles, hosiery, boots, 
furniture, agricultural implements—in which standardization in parts is 
carried to a high degree of specialization in manufacturing. This book, 
like the others, gives forms of accounts and books. It is‘also local (Eng- 
lish) in its scope. It may be mentioned here that advanced students 
would do well to study the contents of this volume in connection with the 
following volumes: Terminal Costs, Single Costs, Process Costs and 
Operating Costs, which books together give a thorough understanding of 
the operation of cost accounts. 

Vol. XLIII. Woolen and Other Warehousemen’s Accounts, by John 
Mackie. In his introduction the author states: “In setting out a system 
of bookkeeping for woolen warehousemen, the writer has endeavored to 
combine simplicity with efficiency; but there must necessarily be a good 
deal of detail work in a business of this kind, although most of it is 
of such a mechanical nature that it can be managed by a small boy at a few 
shillings a week.” The chapters composing the book deal with (1) 
warehouse books, (2) counting house books, and (3) occasional books for 
statistics. All forms of accounts and books incidental to this class of 
accounts are given, and the working of each class of them is fully 
explained. 

Vol. XLIV. Brewers’ and Bottlers’ Accounts, by Herbert Lanham, 
A. C. A. The book deals with all forms of accounts and books, as well 
as statistical books. The latter, in brewery accounts, is a very useful 
check. All the technicalities incidental to this class of accounts are gone 
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into fully. The appendix, which gives the Licensing Act of 1904, is 
peculiar to England. 

Vol. XLV. Urban District Councils’ Accounts, by Fred S. Eckersley. 
The book is a practical manual for municipalities based on the income 
and expenditure plan. The author claims that the accounts kept on this 
basis afford far greater facilities for ascertaining the true financial posi- 
tion of the council, than accounts kept on a basis of receipt and payments. 
It is not only for the use of clerks and accountants, but also for munici- 
pal offices. It is based, however, on the English Act of Parliament. 

Vol. XLVI. Terminal Cost Accounts, by Andrew Gow Nisbet, C. A. 
Terminal cost accounts is a term given to that branch of cost accounting 
which is applicable to undertakings where definite contracts are entered 
into, in which the costing is definite and terminating, such as: engineers’, 
shipbuilders’, buiiders’, and the like. The book is a practical treatise on 
this branch of cost accounts, written from experience gained in actual 
practice. Throughout the book the aim of the author has been to de- 
scribe a system that will work satisfactorily with a minimum of clerical 
expense. 

Vol. XLVII. Single Cost Accounts, by Geo. A. Mitchell, A. S. A. A,, 
F. C. I. S. The author presents in this volume a description of the prin- 
ciples underlying a system of estimating and costing industries, affording 
readily a basis of measurement, for: 

Unit of Calculation. 


(2) Engineering Business: Building machines to 

Set of fifty machines 
Ton of Coal 


All the standard forms of accounts and books are given. A section 
is also devoted to showing how cards may be employed with advantage 
in the businesses referred to, and for account and record keeping generally. 

Vol. XLVIII. Process Costs, by H. Stanley Garry, A. C. A. This 
book deals with the cost systems applicable to chemical industries in which 
conversion of material takes place, and embodies an explanation and 
résumé of technical data which cannot fail to be of invaluable service to 
the student of process accounting. 


PART II (Section A—Continued). 

21. The American Business and Accounting Encyclopedia. This work 
is valuable for the definitions and forms it gives as well as for the numer- 
ous articles on accounting it contains. 

22. Business Magazine, Bounp Votumes or. Especially valuable for 
the various articles on accounting by eminent accountants. 

23. The Accountants’ Manual, (English), Volume X, contains answers 
to questions set at The Institute of Chartered Accountants’ Examinations, 
from December, 1904, to June 1906, both inclusive. 

24. The American Accountant’s Manual, by Frank Broaker and Richard 
M. Chapman, contains the first set of New York C. P. A. examination 
questions on Theory of Accounts, Practical Accounting, Auditing and 
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Commercial Law, together with answers in concise form, further eluci- 
dated by the authors’ commentaries upon the technique and expression of 
modern accountancy. 

25. The Accountants’ Journal, (English), contains prize essays of 
importance, not only to the student of accountancy, but to the practitioner 
as well, of which the following are representative: “ Methods by which 
the Existence and Value of the Debtors and Creditors on a Balance Sheet 
may be Verified,” “The Value of Surprise Audits,” “A System of Ac- 
counts for Colliery Managers,” “ A System of Jewelers’ Accounts,” “ Tabu- 
lar Bookkeeping—Its Uses and Advantages,” “Secret Reserves: Their 
Use and Abuse,” etc. 

26. The Journal of Accountancy, (American). A monthly magazine, 
being the organ of the professional accountants of the United States. It 
contains articles of interest to students of accounting, accountants and 
business men. Some of the valuable articles on accounting are as fol- 
lows: “Accounting an Exact Science,” “ Advantages of an Independent 
Audit to the Investor,” “Bank Examinations,” “Single Entry,” “The 
Proper Treatment of Premiums and Discounts on Bonds,” “ Factory Ac- 
counting as Applied to Machine Shops,” “ Municipal Accounting Reform,” 
“Hotel Accounting,” “How to Begin an Audit,” “ Brewery Accounting,” 
etc., etc. 

27. The Accountants’ Compendium, by Sidney Stanley Dawson. This 
book, in the words of the author, endeavors: “To render in a readily 
accessible form some aid to students in connection with the whole of the 
subjects of examination prescribed by the By-Laws of the Institute of 
Chartered Accountants in England and Wales; and at the same time 
supply a ready means of reference to practitioners.” In addition to the 
valuable information about accountancy in general, auditing, etc., the book 
contains also numerous brief articles on law and business. 

28. Partnership, by Joseph Hardcastle. A pamphlet covering in con- 
cise, yet explicit form, the entire subject of partnerships. 

29. Joint Stock Bookkeeping, by J. W. Johnson. This book deals with 
the formation and workings of joint stock companies, pursuant to the 
Laws of Canada, and explains the method of keeping the accounts of 
such firms. 

30. The Science of Loose-Leaf Bookkeeping and Accounting, by Charles 
A. Sweetland. The contents of this book will be described best in the 
author’s own words: “To point the way to the knowledge of the proper 
use of the loose leaf system in as simple a descriptive manner as possible 
is the object of this book. The information given within is applicable to 
loose-leaf bookkeeping, no matter what make of binders and leaves are 
employed. It embodies the principles of the most progressive bookkeeping 
methods, and is thoroughly up-to-date.” 

31. Loose-Leaf Books and Systems for General Business, by F. W. 
Rique. The book describes in an intelligent form the use of bookkeeping 
implements. The author sums up the contents as follows: “This is not a 
treatise on accounting, but simply how to use, to the best advantage, 
modern appliances.” All the forms are given, and their functions fully 
explained. 
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PART II (Section B). 


32. Forms of Account Books, by J. G. Johnson. This book contains 
forms for various classes of business, such as: “ manufacturing,” “ retail,” 
“solicitors’,” “stockholders,” “printing and lithographing,” etc. By 
slight modifications the forms can be easily adapted to any other classes of 
trade. The book contains also footnotes describing the uses and functions 
ofeach form and book. 

33. Railway Accounts and Finance, by J. A. Fisher. An exposition 
of the principles and practice of railway accounting in all of its branches. 
Contains everything appertaining to railway accounts, but it is question- 
able whether it would apply to American railway accounts, which have 
to comply with the requirements of Railroad Commissioners. 

34. Railway Disbursements and the Accounts into which They are 
Naturally Divided, by Marshall M. Kirkman. The book gives different 
forms for railway accounting and the theory by which classification should 
be governed, making clear and logical distinction between capital and 
revenue. 

35. Goodwill and Its Treatment in Accounts, by Lawrence R. Dicksee 
and Frank Tillyard. While the book contains a good deal of legal matter, 
as the subject of Goodwill is necessarily a legal as well as accounting 
question, and this legal matter is local (English) in its scope, yet the 
treatment of accounts is quite fully gone into. Chapters VIII, IX, X, XI, 
and XII are especially valuable, as they contain enough matter not only 
for an intermediate or advanced student, but for the practitioner or busi- 
ness man as well. They cover such topics as: “ Valuation of Goodwill,” 
“ Purchase of Goodwill,” “Goodwill in Partnership Accounts,” “Goodwill 
in Companies’ Accounts,” etc. 

36. The Accountant’s and Bookkeeper’s Vade-Mecum, by G. E. S. 
Whatley. The work consists of a series of short and concise articles 
upon “Capital and Revenue Expenditure,” “Revenue Accounts,” 
“Deficiency Accounts,” “Depreciation,” “Reserve and Sinking Funds,” 
“ Adjustment of Partnership Accounts,” “Joint Stock Companies’ Ac- 
counts,” “Tabular Bookkeeping,” “Hotel and Theatre Accounts,” and 
other matters not generally dealt with in existing works on bookkeeping, 
together with useful forms and directions. 

37. Manufacturers’ Accounts, by Wilton C. Eddis and William B. 
Tindall. A text-book for manufacturers and accountants, with complete 
sets of forms, illustrating lumber manufacturers’ accounts. The book con- 
tains also chapters on Depreciation an’ Reserves. 

38. Textile Manufacturers’ Bookkeeping, by George P. Norton. The 
book treats of the accounts of textile industries and is illustrated with 
blanks and forms, yet the subject matter contained is more for the 
business man than accountant. 

39. Factory Accounts: Their Principles and Practice, by Emile Garcke 
and J. M. Fells. The most complete book for the exposition of the 
theory of cost accounts. It contains practical sets to demonstrate fully 
the principles stated, with many forms and illustrative entries. It further 
contains an appendix on the nomenclature of machine details and a 
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glossary of terms. Useful not only to the students of accountancy, but 
to business men as well. 

40. The Depreciation of Factories, Mines and Industrial Undertakings 
and Their Valuation, by Ewing Matheson. In his preface to the second 
edition William Charles Jackson states: “The principles of depreciation 
and its incidence under varying circumstances, are clearly laid down in 
Mr. Matheson’s work; and the guidance which, as his preface says, must 
be sought from those technically acquainted with the operation of manu- 
facture, is to be found lucidly expressed in his pages.” This paragraph 
fully explains the authorship of the work. Not only does it cover the 
subject fully in all details, but by illustrations, examples and tables, it 
makes the student forget that he studies one of the most vexed questions 
in accounting. 

41. Comparative Depreciation Tables, by Lawrence R. Dicksee. The 
book contains a full set of tables showing the practical effect of pro- 
viding for depreciation on the fixed installment and the fixed percentage 
methods, and discussing their respective advantages. 

42. The Cost of Manufacturers, and the Administration of Workshops, 
Public and Private, by Captain Henry Metcalfe. The book is more an 
exposition of the theory of administration of public workshops, but con- 
tains also some remarks on private works. Specially desirable, however, 
for the forms it gives. 

43. Factory Manager and Accountant, by Horace Lucian Arnold. A 
book treating of very successful systems and methods that are now in use 
in large and prosperous firms. It contains an accurate reproduction of the 
blanks and forms comprising these systems, and describes very thoroughly 
factory routine, organization and cost finding. 

44. The Secretary’s Manual, by W. A. Carney. This work is a com- 
pilation of forms, instruction and information, designed particularly for 
the use and guidance of secretaries of corporations, but adapted also for 
secretaries of associations, societies, etc. 

45. Examination Guides—Intermediate and Final, by John G. Nixon, 
Jr., A. C. A. The books provide accountant students with a series of the 
questions set at the examinations of the Institute, from December, 1893, 
to June, 1903. They are arranged according to subject, in alphabetical 
order; the dates when they were set being also given. 

46. Modern Banking Methods and Practical Bank Bookkeeping, by 
Albert R. Barrett. More than half of the book is devoted to the treat- 
ment of the books and records of a bank, giving in minutest details all the 
forms of books and sheets in use in a modern bank and explaining their 
functions. 

47. The Modern Trust Company— Its Functions and Organizations, 
by F. B. Kirkbride and J. E. Sterrett. This book describes the functions 
and organization of the trust company as it exists in the United States 
to-day. To the student of accountancy this treatise is valuable for the 
chapters on the banking department of a trust company, and still more, 
for the chapter on general accounting. 

48. Department Store Accounting, by Henry C. Magee. A pamphlet 
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containing a concise description of the mechanism of accounting as prac- 
ticed by the majority of department stores, treating the following three 
main divisions: “ Recording of Purchases,” “Recording of Sales,” and 
“ General Expense.” 

49. Bookkeeping for Company Secretaries, by Lawrence R. Dicksee. 
This book deals very fully with those questions in relation to bookkeeping, 
a knowledge of which is essential upon the part of every company secre- 
tary. It will, therefore, be found of the greatest value to all who occupy 
that position, and also to all accountant students. 

50. How to Understand the Balance Sheet and Other Periodical State- 
ments, by a Chartered Accountant. The object of the book, as outlined 
by the author in the introduction, is to explain without the use of con- 
fusing technicalities : 

(1) The constitution of the balance sheet. 

(2) The essential difference in principle between the balance sheet 
and certain other periodical accounts commonly in use. It is not a treatise 
upon bookkeeping, but deals with results as shown by the usual and 
periodical statements, and is for the purpose of instructing investors 
rather than accountants. 

51. Quasi-Public Corporation Accounting and Management, by John 
J. Mulhall. The author, in his preface, describes the book as follows: 
“Tt is the intention of the writer to state briefly the books, forms, and 
methods necessary for the proper organization and management of the 
business, and the recording of all the essential details of revenue, oper- 
ation, maintenance, and construction, with the least possible expenditure of 
time and labor consistent with good management, and explicit statements 
as to Profit and Loss, and Assets and Liabilities.” 

PART II (Section C). 

52. Students’ Guide to Executorship Accounts, by R. N. Carter. This 
book contains examples such as are usually asked at C. A. examinations. 

53. Accountants’ Guide for Executors, Administrators, Receivers and 
Trustees, by Francis Gottsberger. In the words of the author: “The 
book does not claim to give all the information that may be required from 
time to time, in keeping and representing the accounts of an estate, 
but for the purpose of plainly showing how the accounts of a certain 
estate may be kept in double entry form of bookkeeping, and the method 
of presenting the accounts of such an estate before the court to be passed 
upon.” The accounting before the Surrogate is prepared in accordance 
with the forms required in the State of New York. 

54. The Care of Estates, by F. T. Hill. The book contains practical 
questions and answers, concerning the every day duties, rights and liabil- 
ities of executors, administrators, trustees, and guardians, with some 
suggestions for legatees and testators. 

55. Accounts of Executors and Testamentary Trustees, by Joseph 
Hardcastle. The author sums up the contents as follows: “This book 
has been written primarily for the aid of students. It gives, in substance, 
the matter which I presented in a course of lectures at the New York 
University School of Commerce, Accounts and Finance. The general 
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reader will, I trust, find it a source of independent help and guidance in 
his study of the subject. I have aimed to make it useful, not only to the 
teacher, but also to the professional accountant.” 

56. Executorship Accounts, by Frederic Whinney. This volume is 
necessarily closely related with law, and, therefore, is not of general adap- 
tability for executors’ accounts; yet, for the explanation of the executor’s 
general position as an accounting party, and for the appendix showing the 
accounts of an estate, it is worth reading by the student of accounting. 

57. Executorship Accounts, by O. H. Caldicott. This book, revised and 
brought up to date, contains a complete set of English forms for trust 
accounts, with explanatory text. 

58. A Lexicon for Trustees in Bankruptcy and Liquidators of Com- 
panies, by Sidney Stanley Dawson. The work deals exclusively with the 
rights and duties of trustees in bankruptcy, and liquidators of companies. 
Practitioners can refer to it for information upon the numerous points 
which arise in connection with these offices. 

59. The Cost Accounts of an Engineer and Iron Founder, by J. W. Best. 
The first portion deals with the engineering, and the second with the 
foundry department, and numerous forms of books and accounts are 
given and explained. 

60. The Complete Cost-Keeper, by Horace Lucian Arnold. The book 
treats of the theory of Cost Accounting and Systems of Factory Account- 
ing. It further gives an exposition of the advantages of account-keeping 
by means of cards, instead of books, and gives a description of various 
mechanical aids to factory accounting. 

61. Cost Accounts, by C. A. Millener, edited by R. F. Spence. This 
book is prepared for bookkeepers and students of accounting who have had 
little experience in the keeping of cost accounts, and the preparation of 
cost and trading statements, and, therefore, the matter is treated with 
great detail. A full and detailed explanation of the operating ledger is 
given, with all the forms, as well as books of account. 

62. Engineering Estimates, Cost and Accounts, by a General Mana- 
ager. The book is a guide to commercial engineering. In the preface the 
author states: “Briefly the ground covered is represented by that part 
of the commercial work of an engineering establishment which centers 
in the preparation of estimates. The object in view, primarily, is to place 
a general commercial engineering within the reach of young men receiving 
a practical training in engineering shops and drawing offices, so many of 
whom are often placed at serious disadvantage later in their lives for want 
of commercial knowledge.” This book is of some value to the student 
of accounting for cost bookkeeping, as given in Chapters V and XXIX, 
wherein the forms of books are taken up seriatim and fully explained. 

63. Cost Accounts, by W. Strachan. In the preface to the first edition 
the author states: “ The book does not profess to be an exhaustive treatise 
on cost accounts. It has been written with a two-fold object. In the first 
place it is hoped that it may fall into the hand of manufacturers and be 
the means of helping them to realize the advantages to be reaped from the 
adoption of a proper system of cost accounts. The second object of the 
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work is to give a short outline of the methods of keeping cost accounts 
applicable to different classes of manufactures, for the benefit of those 
engaged in accountancy who are not already conversant with the subject.” 
The book contains also forms and specimen entries, as well as explanatory 
notes. 

64. Cost Accounts, by L. W. Hawkins. This book is especially desir- 
able for students, on account of numerous forms it contains. 

65. Errors in Balancing. This book is based on articles which have 
appeared in The Accountant. It deals, from a practical point of view, with 
the system of localizing errors, giving all the necessary rules. 

66. Newspaper Accounts, by B. F. Norton and G. P. Feasey. This is 
a treatise on the books and accounts in use in large and small newspaper 
offices. The book contains also a specimen set of books, illustrating 
entries representing a half year’s transactions. 

67. Bookkeeping for Terminating Building Societies, by J. F. Lees. 
This treatise gives forms and account books, also a statement of accounts 
and a balance sheet, as well as a chapter on auditing, for this class of 
accounts. 

68. Forms and Precedents for the Use of Accountants, by H. L. Febbs, 
(Two Volumes). These books are for the use of accountants intending 
to fill the offices of trustees in bankruptcy, trustees under deeds of arrange- 
ment, and assignment receivers, and managers in chancery. It is entirely 
local (English). 

69. Mine Accounts and Mining Bookkeeping, by James Cunnison Lawn. 
This is a practical manual for the use of students, managers of metallif- 
erous mines, collieries, and others interested in mining. It contains 
numerous examples from the practice of leading mining companies. 

70. Mortgage or Loan Tables, by Thomas D. Challoner. This work 
has been compiled to meet the demand of those who have periodically to 
make calculations in order to ascertain the amount to advance on loans 
repayable by installments, or to find the amount required to pay off a loan. 

71. Advanced Accounting, by Lawrence R. Dicksee. The most ad- 
vanced book on the theory and practice of accounts, treating exhaustively, 
among other topics, “Tabular Bookkeeping,” “ Partnership Accounts,” 
“ Realization Accounts,” “ Companies’ Accounts,” “Bankruptcy and In- 
solvency Accounts,” “Bookkeeping without Books,” etc. etc. It also 
contains a number of difficult accounting problems. 

72. Brewers’ Accounts, by William Harris. This book, although 
mostly local (English) in scope, yet on account of the numerous forms 
it contains (74), merits the attention of American accountants or students 
of this class of accounts. 

73. Hotel Bookkeeping (Tabular System), by G. E. Stuart Whatley. 
The author presents in this volume the principles and rules of the tabular 
system of bookkeeping, adapted for hotels, as well as drapery accounts. 
The book also gives exercises in hotel bookkeeping, with complete forms 
(30), for both hotel and drapery accounts. 

74. Handbook on Municipal Accounting, by R. Montgomery Bartlett. 
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Gives forms for municipal accounting, but the system followed is rather 
antiquated. 

75. Publishers’ Accounts, by C. E. Allen. This book deals fully with 
the nature and practice of the publishing business, the method of recording 
the transactions, and the points to be noticed in connection with the audit, 
and the treatment of copyright. 

76. The Accountancy of Investment, by Charles Ezra Sprague. This 
volume contains the three parts of the author’s work on the Accountancy 
of Investment, and includes a treatise on compound interest, annuities, 
amortization, and the valuation of securities. It is invaluable, not only 
to students of accountancy, but to brokers and bankers as well. 

77. Business Education and Accountancy, by Charles Waldo Haskins, 
edited by Frederick A. Cleveland. In this volume are given the clear and 
practical views of the author on the nature and value of accountancy and 
business education generally. In the words of the author: “This book 
represents the most adanced thought of those not actively engaged in 
teaching profession on the subject of business training, and on the possi- 
bility of raising high professional standards in what may be called busi- 
ness specialties.” For students of the history of accountancy it will be a 
help, inasmuch as about half of the book is devoted to tracing its 
history from the early Babylonians to the present time. 

78. Auditing, by Frederick S. Tipson. This book contains all questions 
set in the auditing papers at the N. Y. State examination for the C. P. A. 
certificate, from December, 1896, to June, 1902, inclusive, with answers and 
explanations. 

79. Practical Auditing, by George B. Renn. This is a working manual, 
describing in detail the method of conducting a commcreial audit, and 
indicating in order the successive steps of procedure. In the words of the 
author: “This book aims to tell the student what to do and how to do 
it, and it is written with the intention that its contents shall be understood 
by the reader.” 

81. Auditing, by Lawrence R. Dicksee. The popularity of this book is 
known to every student of accountancy, and a description seems hardly 
necessary. The book in its last edition has been revised and briught up to 
date. 

82. Dicksee’s Auditing, (American Edition), edited by Robert H. 
Montgomery. The contents of this book may be stated in the editor’s 
words in his preface: “ Much of the matter herein contained is taken 
verbatim from Mr. Dicksee’s English edition, which for many years has 
been the standard work on auditing, both in Great Britain and America. 
The principal changes, therefore, are those which are caused by the numer- 
ous differences existing between accountancy nomenclature, laws, and 
customs of Great Britain and the United States.” 

83. Auditors: Their Duties and Responsibilities, by Francis W. Pixley. 
While the earlier editions of this treatise were more for the student than 
the practitioner, the later editions cover the field to the satisfaction of 
both. This book, in connection with “ Dicksee’s Auditing,” affords ex- 
cellent means for acquiring theoretical knowledge of auditing. The latter 
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has the advantage of being published in an American as well as an 
English edition. 

84. A Municipal Internal Audit, by Arthur Collins. The book is 
stated by the author to be “a full description of an audit of the depart- 
mental receipts of a municipality, especially designed to assist students in 
their preparation for the examinations of the Institute of Municipal Treas- 
urers and Accountants; based on systems in operation in the leading 
municipalities in the United Kingdom.” While not complete, nor by far 
adaptable to American municipalities, yet the book is suggestive, and gives 
some assistance in auditing municipal accounts. 

85. The Railway Auditor, by H. C. Whitehead This is the first 
number of “Studies in Business” of the New York University School 
of Commerce, Accounts and Finance publications, and comprises the lec- 
tures delivered by the author before that school. 

Although bearing the title “ Auditor,” the book gives a complete résumé 
of railway accounting. It begins with the details which are handled by 
the employees in the various departments, leading up to the general books, 
income account, and balance sheet. It also contains an appendix on defi- 
nitions adopted by The Association of American Railway Accounting 
Officers. 


The Directors of The New York State Society of Certified Public 
Accountants have determined to entertain the delegates visiting the 
accountants and members of The American Association of Public Account- 
ants at a reception to be given on the evening of Tuesday, October 2oth, 
1908, at the Marlborough-Blenheim Hotel, Atlantic City, N. J., on the 
occasion of the twenty-first Annual Meeting. : 

It did not take Treasurer William F. Weiss more than a few minutes, 
the other evening, at a meeting of the New York State Society of Certified 
Public Accountants, to raise a guarantee fund of one thousand dollars 
to provide for the cost of a reception to the delegates, visiting accountants 
and members of The American Association at Atlantic City on October 
20th, 1908. 

Colonel Franklin Allen, C. P. A., President of the New York State 
Society of Certified Public Accountants, is a member of the Committee on 
Arrangements for holding the twenty-first Annual Meeting of The Ameri- 
can Association of Public Accountants at Atlantic City on October 2oth, 
21st, and 22nd, 1908. The Colonel is an enthusiastic booster for anything 
for the good of the profession. 

T. Cullen Roberts, C. P. A., President of the Society of Certified 
Public Accountants of the State of New Jersey, is a member of the General 
Committee on Arrangements for holding the twenty-first Annual Meeting 
of The American Association of Public Accountants at Atlantic City on 
October 20th, 21st, and 22nd, 1908. 
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By W. MIxtTer, 
Professor of Political Economy in the University of Vermont. 


Part I. 

If the situation were ripe for a genuine, once-for-all putting of 
our house in order, the watchword should indeed be “ Thor- 
ough.” Our existing system, or rather lack of system, of bank- 
ing and currency should be wholly recast. We ought, in that 
case, to get at once, in place of the present so-called system of 
many independent, insufficiently codperating, frequently weak 
and mismanaged banks, a real system of large banks with 
branches, managed exclusively by the best banking talent the 
country affords—a scheme of banking law and practice similar 
to that which so well meets the business requirements of Scot- 
land and Canada. Such an organization of banking would on 
the one hand concentrate responsibility and give security, and on 
the other hand would extend banking facilities—banking com- 
petition in its beneficent form—into every corner of the land, to a 
degree that a system of independent banks never can. Several 
branches of the comparatively few strong banks competing under 
such a plan can be located in a small town and vie with each 
other to accommodate its business public, where there is room 
now for only one independent bank, and that a weak one. A new 
United States bank might be chartered to hold the position of 
leadership in such a system, but that would be largely a matter 
of minor importance. In any case a system of some thirty or 
forty or fifty banks, with branches—as in Scotland or Canada— 
would be far preferable to one overshadowing central bank, as in 
France, having more or less of a monopoly. 

Along with a thoroughgoing scheme of financial reform 
should go the driving of all trust companies entirely out of the 
banking business. These institutions should either reorganize as 
banks, state or national, or confine themselves to their own proper 
functions. A dangerous anomaly has been allowed to grow up, 
entirely without original intent, and it should now be handled 
without gloves by the national power. Deposits used as checking 
accounts are currency—a leading branch of currency under 
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modern conditions—and Congress has, under its enumerated 
powers, full control over currency. It is like waiting for a river 
to run by to wait for the states to act adequately and harmoni- 
ously with respect to such matters. Congress, therefore, should 
take hold of the situation boldly, as it did a generation ago, when 
the national banking system itself was first formed, largely from 
reorganized state banks. Also, as a part of general house clean- 
ing, the national government itself should withdraw entirely 
from the banking business—the greenbacks should be retired. 
And not only that, but the United States revenue (the whole of 
it) should go at once as collected, without pledge of specific 
property as security, into the depository banks designated in 
advance by Congress. In other words, the existing survivals of 
the Jacksonian independent treasury scheme should be straight- 
way and wholly abolished as a matter of course. The life blood 
of commerce should not be even temporarily withdrawn from 
circulation, and there should be no opportunity for the Secretary 
of the Treasury to practice favoritism or to be suspected of it. 
This last measure of reform would, moreover, take away the 
chief standing excuse for “ relief measures ”’ on the part of the 
government. That sort of dependence of the banks upon gov- 
ernment is a source of weakness, and only of weakness. 

But all these more ambitious projects for reform must wait 
until public opinion grows up to them; and the plans in detail 
must be worked out in another and a quieter time. “What is 
needed for the present—imperatively needed at the hands of this 
present Congress—is provision for the essentials of reform for 
the existing national bank system. These essentials fall under 
three heads—first, “ Additional General Safeguards”; second, 
“ Effective Maintenance of a Proper Reserve”; third, “ The 
Securing of a Flexible Credit Bank Note Circulation.” * 


GENERAL SAFEGUARDS—THE FUNCTIONS OF GOVERNMENT IN 
GENERAL WITH RESPECT TO BANKING. 

The present writer does not care to go much into detail under 
the head of “ additional general safeguards.” Such problems as 
those pertaining to “loans,” “ collateral for loans,” “ investments 
in other securities,” “ overdrafts,” “ payment of interest on de- 
posits,” “amount of capital,’ “ownership of stock,” “ direc- 
torates,” and the like, each resolves itself into particulars of great 


* See what is said below concerning the introduction of Branch Banking. 
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intricacy. The legislative problems connected with these eco- 
nomic problems are difficult in the extreme and require experi- 
enced banking opinion as a guide for their solution. Moreover, 
it is probably impossible to make any one code of law respecting 
these things that will fit conditions in all parts of the country and 
all forms of business in each part. Wisdom would seem to dictate 
few and simple general laws in these premises, and they to be 
very largely enforced through the codperation of the banks 
themselves. The present writer would suggest that the Clearing 
House Associations be given, each in its own community, very 
broad legal powers to enforce good banking morals. Many 
kinds of police work have to be performed by government 
through just such agencies, if they are to be performed at all. 


Governments the world over, and never more than at present, 
undertake too much and actually accomplish too little. They 
do not do enough in the way of the provision of “ known stand- 
ing laws” and the establishment and support of the “ common 
judge.” They do too much in the way of trying, amid the dust 
of the market place, to see to it that the work of the world goes 
aright. Of late, indeed, they even try more and more to actually 
carry on the work of the world. Not results, but conditions—the 
affording of opportunity through proper institutions—should be 
their aim. As regards the particular subject before us, it is 
obviously out of the question that the Government should put its 
hand on each piece of commercial paper discounted to see that it 
is good. The work of government in these matters of banking 
regulation is largely negative: it can prevent fraud and prepare 
the way. It can get itself out of the way so that the banks can 
pass on to the performance of their proper functions. We ascend 
in any discussion of things of this sort into the higher air of the 
most difficult problems of statesmanship. Said the wisest man 
in things political in modern times: “In its preventive police the 
state ought to be sparing of its efforts, and to employ means 
rather few, unfrequent and strong, than many and frequent. 
Statesmen who know themselves will, with the dignity which 
belongs to wisdom, proceed only in this, the superior orb and 
first mover of their duty, steadily, vigilantly, severely, courage- 
ously; whatever remains will, in a manner, provide for itself. 
But as they descend from the state to a province, from a province 
to a parish, and from a parish to a private house, they go on 
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accelerated in their fall. They cannot do the lower duty; and, in 
proportion as they try it, they will certainly fail in the higher. 
They ought to know the different departments of things; what 
belongs to laws, and what manners alone can regulate. To these, 
great politicians may give a leaning, but they cannot give a law.” * 

If our National Government will only lay down a few simple 
and reasonable laws establishing the conditions for sound and 
efficient banking, it might well leave the “lower duty ” of 
carrying these laws into effect, in large part “to provide for 
itself.” It is clear to my mind, strange as it may sound in this 
over-governing age, that a firm of Certified Public Accountants 
employed by the banks could enforce all the laws for all the 
banks, under the present or any future code, far better than a 
corps of under-paid inspectors sent out, like the thirteenth century 
aulnagers of the assize of cloth, by the Comptroller of the 
Currency. 

PUBLICITY, 

The matter which alone the present writer desires to develop 
at any length under the head of “general safeguards,” is the 
matter of greater publicity. The weekly collective statements of 
the associated banks in the larger cities, at present voluntary and 
too much in bare outline, should be made out and published under 
sufficient specifications of law, and sworn to. What is called 
“ window dressing” by individual banks should cease; and the 
collective statement in all cases should be a real group-statement 
of the standing of the banks on a particular day, not the average 
for the week as it is at present.t The financial editors of the lead- 
ing newspapers have been demanding this last change for years; 
why hasn’t it been made long ago? Obscurationist methods of 
accounting, designed to cover up slipshod and more or less dis- 
honest methods of doing business, are by their very nature 
fraudulent ; and it is always within the province of government to 
exert its full powers to prevent fraud. 

As an important aid to publicity (and without that in a demo- 
cratic country, no good system of banking can be initiated or 
long maintained), the item of “ deposits ” in the individual bank 
statement, or in the collective statement of associated banks, 
should be changed. It should be renamed “ accounts current,” 
ai = Biomed Burke, ‘“‘ Thoughts and Details on Scarcity,”” Works, Bohn’s edition, Vol. V, 


{ Since wees the above an improvement has been made in this matter in the case of 
the banks of New York City: but it is still voluntary and may be withdrawn. 
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for that is exactly what it is—a complexus of accounts with indi- 
viduals standing on the books and representing sums due to be 
paid at any time. The general public will never grasp the mean- 
ing of the thoroughly misleading term now in use—“ deposits.” 
They think that word means money, and that the whole always 
comes into existence through lodgments of cash; that is, through 
the purchase of cash with credit—in practical effect a borrowing 
transaction on the part of the banks. Even trained financial 
writers, when discussing the operations of a bank of discount, 
cannot avoid occasional lapses into forms of expression which 
strongly suggest that deposits are money. All the money a bank 
has (however it obtained it) is, of course, in the “ reserve,” 
and is accounted for wholly under that item in the bank state- 
ment. Some words are not docile, faithful slaves of human 
thought, but tyrants constantly playing us scurvy tricks; and this 
word “ deposits ” is one of them. The customer of a bank with 
an unexhausted checking balance to his credit, has, indeed, com- 
mand of a conventional means of payment acceptable in all ordi- 
nary commercial transactions; and to him, therefore, a deposit 
seems ordinarily exactly the same thing as money. He has 
recently found out to his cost, however, that it is not actually 
money. But to the bank at all times its deposits are not money, 
nor the equivalent of money, nor anything which is an indication 
of strength. This item in a bank statement does not show what a 
bank has available with which to go on doing more business, but 
reveals (in comparison with the “loans” item) the business 
already done, and which has so far exhausted the powers of the 
bank to do further business. The term deposits pertains to a 
concept which is legal, not economic: and has nothing to do with 
anything that is physical, like money, or which constitutes a 
resource. Nevertheless the linguistic connotations of the word 
inevitably suggest something physical, and economic, and which 
can be used or misused by the banks. Even as the name for a 
legal concept the term deposits is thoroughly inaccurate, for they 
come into existence and continue in existence not through a 
relationship of depositum or bailment, but through a mutuum, 
which is wholly different from bailment. Obviously from what 
has just been said, what is absolutely requisite for clear thinking 
and clear talking respecting this matter, is more appropriate 
terminology. It is suggested therefore, and it is deemed an 


467 


an af 
a 
3 ad 
ARES. 
= 
. 
ae 
f 
t 
4 
| a 


The Journal of Accountancy. 


important suggestion, that deposits be renamed and reported 
hereafter in official records as “ accounts current.” 

But even if the name deposits cannot be changed because of 
the force of usage, this item in the bank statement should in any 
case be further analyzed, and presented in published reports 
classified under the following heads: (1) Due the General Pub- 
lic; (2) Due Other Banks; (3) Due the United States Govern- 
ment; (4) Due Stockholders and Officers of the Bank.* As a 
still further “ aid to reflection,” and for the benefit of bank offi- 
cials themselves, as well as a means of turning on the light for 
the outside public, there should be a new statistical section added 
to the single or collective published statement of the banks. A 
mere condensed balance sheet, or “ statement of condition” in 
the conventional form, is not enough for purposes of really illumi- 
nating publicity. A certain amount of relevant statistics as to 
“loans,” etc., classified under different heads, should be required 
in the form of a report supplementary to the “ statement,” and 
should be published under oath the same as the “ statement” 
itself. Without the light thrown by the statistical part of a railroad 
report, nobody could get much useful information from the 
“income account” and the “balance sheet” alone. We have 
suffered a disaster, an unparalleled disaster ; and we are smarting 
from it yet, and will for many a day to come. Now-you-see-it 
and now-you-don’t-see-it methods of conducting banks and pub- 
lishing banking information must go, and full publicity must 
come. 

Tue Distinction BETWEEN THE SOUNDNESS OF PARTICULAR 
BANKS AND THE SOUNDNESS OF THE WHOLE 
BANKING SYSTEM. 

The above suggestions, given in brief outline, pertain partly 
to making individual banks sound, and partly to making the 
banking system as a whole sound, and making it more efficacious. 
In the remainder of this paper, the aim will be to discuss solely 
additional ways and means for making the banking system as a 
whole sound and efficient. Moreover, the discussion will be 
directed mainly toward particular features, tending to make the 
system as a whole sound, rather than toward those things known 


technically among economists as “ general safeguards.” 


* If the first sub-item of deposits—‘' Due the General Public ’’—should be further sub- 
divided into Class A—arising from leading transactions, and Class B—arising from borrow- 
ing transactions, it seems as if it would be a good thing in the interest of perspicuity. But 
this innovation is not of prime importance, and very likely would be difficult to carry into 


practice. 
468 


Measures for Banking Reform. 


The chief reason why practicing bankers are generally poor 
advisers respecting legislation on banking subjects, is that their 
attention is largely occupied (apart from wholly personal 
concerns) with the consideration of the things that make indi- 
vidual banks sound—not the system. Their outlook is in every 
way limited.* They know their own bank (not always) and the 
banks in their neighborhood, and their correspondent banks: 
but they know very little, as a rule, about banks in other countries, 
or about the history and philosophy of banking. They fail, there- 
fore, oftentimes utterly to grasp the situation as a whole, even in 
their own country at a given time. In other words, they are men- 
of-affairs, not statesmen or publicists, even within the realm of 
banking. Not being economists they constantly fall into the 
most common pitfall in popular economic reasoning—I mean the 
reasoning fallaciously from the “ particular” to the “ general.” 
A particular man, to illustrate, is rich if he has more money in 
his pocket than he used to have, but only while other people in 
general have the same; and so the Greenbackers, overlooking the 
limitation, argued that all you have to do to make us all rich, is to 
have the Government issue more money to each man. The head 
officials of our leading banks and trust companies reason in a 
similar fashion in respect to bank reserves, the nature of banking 
disorders, and the appropriate remedies. “ There is always some- 
thing which blinds those [apparently] best placed to see; and it is 
not [therefore] the persons engaged in affairs who are the best 
judges of the mechanism they direct or which, rather, sweeps them 
along.”+ Congress should go for advice, by all means, chiefly to 
the financial writers on the staffs of the leading newspapers. They 
know the facts and the theory. 


Wuat SHOULD BE CoUNTED AS LEGAL RESERVE. 


Among the things that most need to be straightened out as 
regards the conduct of the national banks (besides those things 
already mentioned), are first of all the matter of the “ reserve.” 
Nothing but cash—“lawful money” of the United States, 
actually on hand in the vault (and preferably gold and gold 
alone should be “lawful money”), should be allowed by law to 
count as “reserve.” The individual bank in ordinary times is 
safe enough with a moderately large cash reserve, together with 


* See Bagehot, Lombard Street, Works, Vol. V, pp. 115 and 147. 
+ Juglar, Des Crises Commerciales, p. 340. 
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a large item of “ due from other banks.” Also “ call loans ” well 
secured, and gilt-edged stocks and bonds, are in ordinary times, 
and for a particular bank, a good enough second line of defense. 
But when the storm comes, the kind that goes through your 
rain-coat and goloshes as if they were paper, at such times even 
the individual bank discovers to its sorrow and surprise that 
something “ just as good as” or “ equivalent to” or a “ substi- 
tute for’ a real reserve is not reserve. As for the system of 
banks as a whole, it is obvious that when each separate bank, 
making use of its apparent support, seeks to save itself by “ call- 
ing loans” and sending for deposits in other banks, it simply 
brings on the deluge. And it simply extends the deluge to other 
countries to make a precipitate “ raid ” on them for gold (as we 
did lately), getting in time of trouble, after the débacle has come, 
the reserve that should have been in the vaults all along. The 
first part of the recent colossal gold imports was in response to a 
“ hurry-up-call ” for reserves and therefore a specific remedy for 
the fundamental disorder. The second part to meet the currency 
famine, on the other hand, is to be looked upon as a mere doc- 
toring of symptoms. The same may be said, respectively, of the 
first and second measures of United States Treasury relief. It is 
a pitiable and disgraceful sight to see our banks every 
now and then “lying down” on the United States Government, 
which may or may not be in a position to help. That sort of 
dependence of the banks upon a governmental grandmother is 
absolutely demoralizing: the banks in consequence of it never 
learn their lesson. 


That portion of our national banking laws which allows 
“ pyramiding ” of reserves—that is, the permitting the “ country ” 
banks to count as legal reserve deposits with “reserve city” 
banks, and permitting the “reserve city” banks to count as a 
part of their reserves, deposits with “ central reserve city ” banks, 
should straightway be repealed. All national banks, whatever 
other changes we make or leave unmade, should be placed by law, 
with respect to reserve, on the same footing as the present “ cen- 
tral reserve city” banks. All their legal reserve should be in the 
form of cash on hand and that alone. If the present require- 
ments of legal reserve, for the different existing classes of banks, 
are more than is needed, they should be reduced. Better a small 
reserve cut to the quick, and that all real reserve, than a false sense 
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of security based upon the permission of a mass of apparent 
reserve. Let us no longer muddle our brains by calling any- 
thing reserve which is not reserve. In every department of 
human life, as Professor William James has pointed out, much 
depends on the correct naming of things. 


Practicing bankers are in ordinary times under strong temp- 
tation to try in some way or other to make their reserve earn 
money. If they are allowed to do that at all, the whole system is 
rotten, and invites disaster. A reserve to be a reserve must, in 
ordinary times, be idle money—only the “ till money ” portion of 
it will be handled from day to day., But though apparently 
“idle,” the bags and packages of “lawful money” stored away 
in the vaults of a bank, and in those of the collective banks, is 
doing work all the time. Of these idle dollars in reserve, it may 
well be said, “ They also serve, who only stand and wait.” 


As to the amount of reserve for the different classes of banks, 
the present writer has nothing especially to urge beyond the 
statement that 25 per cent. is not enough for the present central 
reserve cities, especially New York. It should be in any case at 
least 30 per cent. Also in reckoning the percentage of reserve all 
demand liabilities, government or private, should be included in 
the basis. For the sake of having a definite proposal before the 
mind’s eye, it is suggested that the country banks of our present 
scheme of classification carry 20 per cent. cash reserve; reserve 
city banks 25 per cent.; and central reserve city banks 30 per 
cent. And one further suggestion here: if deposits or accounts 
current are classified in bank reports according to the scheme set 
forth a few pages above, it would be expedient “to weight ” the 
different sorts of deposits according to the potential liability of 
actual cash payments involved, and then to make up the legal 
reserve for each bank according to a variable sliding scale rule. 
The present writer feels certain that the economics of this last 
suggestion is sound ; but its discussion just now would complicate 
and confuse, and it had better, therefore, be put on one side. At 
present, under existing laws, the methods employed in computing 
the legal reserve of a bank are exceedingly complicated and 
illogical—the notes of other banks on hand being allowed to be 
deducted from the deposits and the 5 per cent. “ redemption 
fund,” although lodged with the government and “ earmarked ” 
for the redemption of its notes, being included in the reserve for 
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deposits. And there are other anomalies: For example, the item 
“due from approved reserve agents” is allowed to count in 
two ways, both as reserve and as an offset to “due to 
other banks” in computing the basis and amount of reserve. 
Apparently the United States Government, having been 
“coached” in times past by the bankers of the country, has 
allowed an elaborate system of reserve “bluff” to be built up. 
“Let us fool the country into thinking that the banks carry a 
great deal more reserve than they really do carry,” seems to be 
the idea. I refer here to the state of affairs all along respecting 
the permitted manipulation of reserve,-even before Secretary 
Shaw’s recent amazing innovations. The New York banks did 
not do as he authorized to be done respecting reserve: and in 
general all over the country the banks as a rule do better in prac- 
tice than the Government regulation calls for. As one country 
banker explained to the present writer, “ We deduct notes of 
other banks on hand from deposits in computing legal reserve, 
only when we are in a particularly tight place.” The whole shifty 
scheme of “deductions” at present permitted by law should be 
abolished. 


THE MAINTENANCE OF RESERVE. 


The law having prescribed what shall be counted as reserve, 
and what the ratio of reserve to demand liabilities (the whole of 
them) shall be for each class of banks, there should next be pro- 
vided a proper machinery for maintaining the reserve—for 
securing the enforcement of the law of reserve. The present law 
is utterly unsound in principle, and unworkable in practice. The 
fixed ratio of reserve should be repealed, except as a norm or 
general guide for administration. There should be a flexible 
limit in place of a dead-line; that is, the law should be enforced 
by means of a mild, automatic penalty. A standing law should 
be enacted that whenever a bank “goes below the reserve,” 
which it shall have a perfect right to do at any time and to any 
extent, it shall pay a tax of 6 per cent. (or some fixed sufficiently 
deterrent rate of tax) upon that amount of its total demand lia- 
bilities which is accountable for the deficit in proportional legal 
reserve. (This is an adaptation of the principle of the flexible 
limit of the tax-free normal and taxable abnormal “ uncovered ” 
note issue of the Reichsbank of Germany.) If the bank “ stays 
below the reserve’ for more than ten days (or some proper fixed 
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number of days) the tax or fine shall be doubled; and if it con- 
tinues delinquent for a further period of ten days, then the penalty 
shall be tripled. 

Since the banks would shift the tax or fine, together with 
perhaps a surcharge, upon their customers, this particular fea- 
ture of the plan proposed amounts to an adoption, suited to our 
circumstances, of the theory and practice of the raising of the rate 
of discount by the Bank of England. That is the only way to 
properly handle a crisis. Provision should be made, still follow- 
ing the example of England, for the banks paying ultimately to 
the Government any extra profits they may make while in the 
condition of “ staying below the reserve.” The tax proper should 
be collected promptly; and with this end in view, and as a neces- 
sary feature for making the scheme generally workable, reports 
of condition should be rendered every ten days, or every week, 
according to the tax computing period determined upon. 

If it is objected that our banks cannot be trusted, though sub- 
ject to fine, not to “ run things into the ground,” if they are left 
free to expand their credit to any extent they see fit, then I fall 
back upon the recommendation for getting at once proper “ gen- 
eral safeguards ” and a greater concentration of banking in able 
and honest hands, so that we shall have bankers that can be 
trusted to do what bankers ought to do. To have a lot of incom- 
petents in charge of our banks—to take that for granted—and 
then to attempt to tie them up so that they cannot do much harm 
(which hinders them from doing good) is no “way out” or 
permanent cure of our troubles. The latest and most vicious ex- 
pedient, by the way, is for the Government to guarantee deposits 
so that an anarchical no-system of banking can be continued and 
supposedly do no harm. By this means we simply drive the 
disease farther back into the system of the patient. 

As was said above, the existing law of maintenance of reserve 
is utterly unworkable. The primary reason for this condition of 
the law seems to be that it was based at the outset upon a false 
notion (which practicing bankers seem even now themselves to 
entertain) as to what a reserve is for. In ordinary times when 
the sun shines a reserve is, indeed, to be kept. It is then ship- 
ballast, on the strength of which press of credit sail is carried. 
The bankers seem to think that during such times it is to be lent 
out in some way. In times of stress, when the sun is blotted from 
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the heavens and the bitter wind blows, then, on the contrary, a 
reserve is to be paid out—paid out freely and without question— 
as long as the demand creditors of the banks ask for cash in 
satisfaction of their legal rights or claims.* At such times re- 
serve is balloon-ballast, the throwing out of which enables one to 
rise above the storm. The bankers seem to think that under such 
circumstances a reserve is to be kept, held on to—reserved—in 
order to make their books look pretty. “ Window dressing ” in 
time of peace confounds the intellect and vitiates the practice in 
time of war. A foolish general saves his troops when he should 
fight a battle and achieve military results. 

Our banks with a few exceptions (these last notably in New 
York City) handled the recent “run” in just the wrong way, 
apparently confounding ultimate, long-run solvency of the sort 
pertaining to any ordinary business, with proximate, immediate 
bankers’ solvency. They said to the public in effect, “ Do not 
draw out your money to hoard—we won’t let you draw it out— 
we want to do the hoarding ourselves. We are ‘ solvent,’ and for 
proof of that just look at the money we have on hand that you 
want and can’t get, although we legally owe it to you.” Of 
course that sort of procedure was pouring oil upon the flames. 
Payment being suspended, checks went to a discount, and an 
apparent so-called premium on currency emerged—a downright 
disgrace in any civilized land. In truth, during the crisis just 
passed, nearly all the banks, the country over, failed as banks ; but 
failed without acknowledgment of failure. The reason why the 
crash among the many tiny, weak banks in the West seems differ- 
ent now than it did in 1893, is that these Western banks have 
learned the trick of failing Eastern style; that is, the front door 
of the bank open, but the wicket of the paying teller closed—or 
part payment made more or less by favor and euphemistically 
called “ restriction.” That doesn’t get into the head lines of the 
newspapers under the name of “ failure”; but it gets into the 
economic system of things just the same. The general effects of 
this new style of bank failure, as compared with the old style, are 
not changed for the better one whit. One must be careful, how- 
ever, not to be too hard on the banks both East and West, in 
passing judgment upon their recent acts. Their policy was, 


* See Bagehot’s vivid account in Lombard Street of the way the Bank of England 
fought a panic in the days when it was learning its business. 
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indeed, without banking logic largely because the system of law 
under which they work is without banking logic; and this is 
especially so, in respect to the crucial point of all where strict 
logic is most needed. They were caught practically without 
reserve and in no condition, therefore, to fight a run properly. 
Also their power of codperation was very limited. They came, 
consequently, from one end of the country to the other, practically 
to a basis of moratorium, helter-skelter. 


Our existing law of reserve, I repeat once more, is absolutely 
unworkable. In times of crisis, even in the times of lesser crisis, 
it is impossible to enforce a law of fixed dead-line of reserve. 
On such occasions, even when so handled that they pass off as 
disturbances of the lesser sort, banks are compelled, in order to 
relieve the strain, to keep on lending ; and thus they increase their 
demand liabilities and continue to fall more and more below a 
fixed per cent of legal proportional reserve. This last will happen 
even if there is no “ panic” causing a draining of lawful money 
from the absolute reserve—that is, even if there is no “run ” 
proper. At any time of crisis, for the Comptroller of the Cur- 
rency to exercise his excessively drastic powers, under existing 
law, would be to turn a small “ squeeze ” into a disaster. It is out 
of the question to enforce the law at such times; he must use 
“ discretion,” as it is mildly and euphemistically expressed. ‘ So 
much the more then,” one may naturally say, “ should he hold the 
banks up sharply to maintaining their full quota of legal reserve 
in ordinary, normal times.” But this cannot be done. Always it 
will be a matter of debate whether the times are normal enough, 
so that the law ought to be enforced; or not normal enough, so 
that the law ought not to be enforced. Moreover, individual 
banks can beg off and exert pressure and “ pull.” Some rules 
have to be automatic or they will never work at all. In both the 
Hepburn report (Currency Commission of the American Bankers 
Association) and the Fowler report (59th Congress, 2d Session, 
House of Representatives, Report No. 5629), the only statement 
about reserve is that the fixed dead-line percentage of reserve for 
the credit notes under the proposed plan shall be the same as for 
deposits. That is all that is recommended or suggested or re- 
marked in any way in these reports, respecting the rottenest 
feature of our existing system. It looks as if the bankers of this 
country do not want the matter of reserve straightened out 
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properly. At any rate they did not a little while ago, but there are 
some signs of an awakening now. 

For the Government to guarantee deposits, as is proposed by 
some, it may be remarked in passing, is obviously an elision of the 
whole problem of reserve, so far as the banks are concerned. 
And so far as the Government is concerned, it is clear that it has 
no bankers’ resource at its command for protecting a collective 
bank reserve. Therefore it should keep out of the banking busi- 
ness absolutely, or else go in flat-footed with a great State bank 
managed under Government direction, European style. Alex- 
ander Hamilton, with all his centralizing tendencies, if alive, 
would surely condemn this latter-day project. Something can be 
said in favor of co-insurance of deposits by groups of banks, but 
even that is a make-shift. 


To be continued. 


Adam A. Ross, Jr., C. P. A., President of the Pennsylvania Institute 
of Certified Public Accountants, is a member of The American Associa- 
tion of Public Accountants’ General Committee on Arrangements for 
holding the twenty-first Annual Meeting of The American Association of 
Public Accountants at Atlantic City on October 20th, 21st, and 22nd, 
1908. Mr. Ross is also Chairman of The Pennsylvania Institute’s 
Committee. 

Charles N. Vollum, C. P. A., Past President of The Pennsylvania 
Institute of Certified Public Accountants, is a member of the General 
Committee on Arrangements for holding the twenty-first Annual Meeting 
of The American Association at Atlantic City next October. It was 
Mr. Vollum who proposed to have the meeting at Atlantic City, and he’s 
proud of it. 

The last Annual Meeting of The American Association of Public 
Accountants, held at St. Paul, was the first meeting that Mr. Charles N. 
Vollum, C. P. A., of Pennsylvania, had ever attended. He made hosts 
of friends, who enthusiastically voted for his proposition to hold the 
twenty-first Annual Meeting of the Association at Atlantic City next 
October. 

Joseph Edmund Sterrett, C. P. A., of Pennsylvania, immediate Past 
President of The Pennsylvania Institute of Certified Public Accountants, 
is a member of the Institute’s Committee on Arrangements for holding 
the twenty-first Annual Meeting of The American Association of Public 
Accountants at Atlantic City next October. Mr. Sterrett, it will be 
remembered, was Chairman of the Congress. 
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EDITORIAL. 


Concerning Codes of Ethics. 


The recent discussion of professional ethics and standards is 
beginning to bear practical fruit. Some of the critics of Mr. 
Sterrett’s thoughtful paper which was submitted to the Annual 
Meeting of the American Association, at St. Paul, last October, 
complained that he would hold the entire profession up to a 
standard higher than ever yet had been attained by any individual 
member. A criticism of this sort, even though it were well 
founded in the facts, is not sound in principle, for it implies 
that human ideals should always be easy of attainment. In no 
profession and in no art is the ideal easily grasped. We judge 
men, not by their nearness to the ideal, but by the efforts they 
are making to reach it. 

Two state societies of public accountants have this year been 
engaged in the task of strengthening and reforming their 
standards. The details of their work were published in the March 
issue of THE JouRNAL. The newly organized Colorado Society 
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of Certified Public Accountants adopted rules identical with those 
adopted by the State Board of Accounting. They provide that 
a C. P. A. shall not let a non-certified accountant practice in his 
name, that he shall not allow commissions to outsiders, that he 
shall not accept either contingent fees or fees incidental to the 
work of any other profession, and that he shall not certify to any 
statement not prepared under his supervision. The action of the 
New York State Society, at its March meeting, was altogether 
concerned with violations of the law in the use of the initials 
C. P. A. A committee to which the matter had been referred 
reported that the violations fell into eight classes, ranging from 
the unauthorized use of the initials C. P. A. by accountants to 
the use of them by a corporation. The committee found it a 
violation of the law for an accountant who had received a certifi- 
cate from another state to use the initials C. P. A. in the State 
of New York, for a firm to advertise as C. P. A.’s unless both 
members held certificates, or for a firm using the word “ com- 
pany” if the company is nominal or if the persons constituting 
the company are not certified public accountants. 


The general reader must be struck by the difference between 
the subjects which have been claiming the attention of these two 
societies. The rules adopted by the Colorado organization touch 
fundamentals. Their violation would undermine the profession 
of accountancy if it were established, and would prevent its up- 
building if it were in its infancy. On the other hand, The New 
York State Society appears to have been devoting its time to 
quibbles which have very little bearing either on the present or 
the future of the profession. We would not imply that a state 
organization of accountants should be indifferent to the use of 
the initials C. P. A., or that violations of the law should go un- 
checked or unpunished, but we believe it unwise for such organi- 
zations to attempt judicial functions. It is the business of the 
courts and not of a society to determine whether the law is being 
broken. If Smith and Brown, both certified public accountants, 
form a partnership and decide to call their firm Smith, Brown 
& Company, the company being either nobody or Smith’s wife, 
who supplies the necessary capital, they certainly violate the letter 
of the law when they advertise their firm as certified public 
accountants. But are they in any way injuring the profession 
of accountancy? Do they lessen the dignity and usefulness and 
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significance of the initials C. P. A.? If so, then let them be taken 
into court in order that the question may be fought out and defi- 
nitely decided for all time. If the state societies undertake to 
declare what are violations of the law, and then take legal action 
against all possible violators, regardless of whether or no an 
alleged violation is purely technical and harmless, there is grave 
danger lest the organizations and the profession they represent, 
be injured rather than benefited. 

There is so much good work to be done that we don’t like to see 
the state societies waste a minute of time or an ounce of energy 
on things that don’t count. The American public doesn’t know 
much yet about the certified public accountant. Let us work for 
laws more clearly defining his status and privileges as a profes- 
sional man. Let us have C. P. A. laws in states now without 
them. Let us have more good papers and discussions at the 
meetings of our state societies. Let us have better schools to pre- 
pare young men for the future work of the profession. 

These are the kind of issues that certified public accountants 
should be actively interested in, and not whether “ company ” 
embraces nobody or an uncertified somebody. 


Calendar Legislation. 


The Legislative Committee of the American Bankers‘ Asso- 
ciation has proposed for adoption in the various states a law 
which, while its intent is good, is so crudely phrased that it might 
make matters worse. It enacts that “ For the purpose of calcu- 
lating interest, three hundred and sixty days may be considered 
te be a year.” 

Now, while the method of computation which is probably 
intended in this enactment is popularly known as the “ 360-day 
rule,” it by no means involves the cutting down of the year to 360 
days. Under this proposed law a creditor could claim after 360 
days a year’s interest and could gain five days more on the second 
, year and so on. The day and the year are astronomical facts 
and no legislation can alter their relation. As this relation 
involves a fraction, it is right and proper that the law should 
round up these fractions, which it does by means of the institution 
of bissextile years. But to have a 360-day year is to make con- 
fusion worse confounded. 


479 


{ 
j 
3K 
= 


The Journal of Accountancy. 


The A. B. A. law says nothing of months, yet the introduc- 
tion of the month with its multiples, the quarter and the half-year, 
is the only reason for disturbing the normal ratio 365, which is 
unfortunately not divisible by 2, 3, 4, or 12. The so-called “ 360- 
day” rule is really a “12 months rule,” or a “ months-and-days 
rule,” and is only applicable when months are specified in the con- 
tract or are implied in the terms “ half-year ” or “ quarter.” 

A contract for days only, such as a 60-day note, or interest on 
daily balances, can only be equitably performed by calling those 
days 365ths of a year. But the month must then be absolutely 
ignored and the actual days or midnights counted. 60 days from 
July 1 will be August 29, not September 1. 

But what is a half-year? As fractions of days are not recog- 
nized in interest, we cannot say that a half-year shall be 182% 
days, and here the law, at least in New York State, cuts the knot 
by prescribing that a half-year means six calendar months and a 
quarter three months. 

The month is one of twelve unequal portions into which the 
year has historically become divided. It averages 30.41667 days, 
but actually it may be anything from 28 to 31 days. It corre- 
sponds to no astronomical fact, though it was inteaded to follow 
the circuit of the moon, which is not one-twelfth of the year. 
Therefore as a convenient though inexact measure, a month, or 
the time from the nth day of one month to the nth day of the next 
month (with certain exceptions due to length and shortness of 
months) is established as the twelfth of a year. Semi-annual and 
quarterly periods easily fall into place in this manner, and all 
maturities occur on the same day of the month. 

This is all very well for full periods, but very frequently settle- 
ments are made at odd times in the midst of a period. It was 
formerly the custom of bankers to compute these broken times in 
two different ways; if the bonds were issued by any governmental 
or municipal authority, the odd days were counted as 365ths of 
the year; if by a railroad corporation, then by months and days. 
This was an absurd distinction and was done away with a few 
years ago by voluntary agreement of the bankers, so that all 
accrued interest on securities is now computed by months as far 
as they will go and then by odd days. The courts have applied 
the same rule as to interest on mortgages, notably in cases of 
foreclosure. 
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All the above provisions are based upon the New York 
Statutory Construction Law, which treats clearly on these points. 
Yet one question remains unanswered, What are the odd days? By 
custom, they are thirtieths of a month, even though the month 
have 31 or 28 days, for the average month being thirty and five- 
twelfths days, 30 is the nearest as well as the most convenient 
denominator. Up to 1892, this was also the legal rule in the State 
of New York, expressed as follows: 

For the purpose of calculating interest, a month shall be considered 
as the twelfth part of a year, and interest for any number of days less 
than a month shall be estimated by the proportion which such number of 
days bears to thirty. 

This clause was unfortunately or accidentally omitted by the 
codifiers of 1892, so that now the odd days must, according to able 
lawyers, be again treated as 365ths of a year, the clause making 
them 30ths of a month having been repealed. In practice this 
inconvenient distinction is seldom made, even if known. 

We would urge the New York State Society of Certified Pub- 
lic Accountants to procure of the legislature the restoration of the 
omitted clause or the insertion of a briefer one: 

For the purpose of the computation of interest for a number of days 


less than a month, each day shall be estimated as the one-thirtieth part of 
a month. 


That a day should be one-thirtieth of a month is a wise pro- 
vision ; that, regardless of months, it should be one three-hundred- 
and-sixtieth of a year, is wrong. 


The Colorado accountants have inserted the word “ Certified” in the 
title of their society. This is a distinct step forward, and THe JourNAL 
extends its heartiest congratulations. It is to be hoped that every society 
in states where C. P. A. laws have been adopted will soon bar out persons 
who have not obtained the degree. 


Our attention is called to the fact that the report of the Committee on 
Education of the American Association inadvertently failed to mention 
among the institutions giving accounting work Ohio State University. 


For the past two years the economics department of this institution has 
been giving work in accountancy. Last year there were courses in ele- 
mentary accounting and practical banking, in addition to other courses in 
commercial lines. This year there are courses in elementary and advanced 
accounting, six hours per week, and costs accounting, two hours per week. 
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School of Commerce in Denver. 


Another department will be added to the University of Denver, the 
school of commerce, accounts and finance. It is being organized under the 
supervision of the Colorado Society of Certified Public Accountants and 
will open in the Autumn. Only night classes will be formed. 

Banking, practical accounting, the philosophy of accounting, transporta- 
tion problems and kindred subjects will be studied. The course will be 
the only practical one given by any of the universities in the State to which 
a degree is attached. 

The school will be patterned after those connected with the Universities 
of New York, Pennsylvania, Illinois, Wisconsin, California and Dartmouth. 
Advertising and salesmanship will be added to the course later. 

The advisory committee of the school consists of A. A. Miller, former 
treasurer of the Colorado Fuel & Iron Company, chairman; H. E. Hiltz 
of Bennett & Meyers; E. Fink, auditor of the Denver Dry Goods Com- 
pany; A. V. Sampson of the Colorado Fuel & Iron Company; W. L. 
Pitcaithly and J B. Geijsbeek, registered public accountants. 

The faculty will consist of: 

J. B. Geijsbeek, dean; George T. Wells of the Denver National Bank, 
chair of banking; F. E. Ragsdale, chair of railroads; A. H. Wood, law; 
J. E. Le Rossignol, economy; R. J. Wallace, practical accounting; A. A. 
Miller, philosophy of accounting; A. V. Sampson, cost accounting; E. 
Fink and J. B. Geijsbeek, higher accounting, auditing and methodizing. 

Applicants for entrance must have an education equal to that received 
in a high school, and only those who have high school diplomas will be 
granted diplomas. The others who complete the course will be given 
certificates of proficiency. The course to secure a degree of bachelor of 
commercial science covers three years. With a four years’ course a degree 
of master of commercial science is given. 

“We do not expect to make any money out of the school,” says J. B. 
Geijsbeek, the dean. “ There is a demand for this kind of school. The 
one connected with the University of New York had sixty students the 
first year, and in five years it has grown so large that there are now 600 
students.” 

School will be held three nights a week. The cost will not be greater 
than $10 a month.—Denver Post, April 4, 1908. 


Colorado. 


On March 25th The Colorado Society of Public Accountants changed 
its name to The Colorado Society of Certified Public Accountants. The 
Annual Meeting was changed to correspond with the American Associa- 
tion Meeting, and the election of our officers will hereafter be held three 
weeks prior to the Annual Meeting of the American Association, so that 
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the new officers will be able to go to the Annual Convention, and their 
year will run concurrent with the year of the American Association. 

The new officers elected were J. F. Spencer, President; O. A. Smith, 
First Vice-President; A. E. Stevens, Second Vice-President; Thos. F. 
McGuire, Third Vice-President; John B. Geijsbeek, Secretary; A. E. 
Fowlie, Treasurer, and A. W. Sampson, Corresponding Secretary. 

The members further determined to start a school of commerce, 
accounts and finance as a branch of the University of Denver, with a 
three years’ course, and the resultant degree of Bachelor of Commercial 
Science. 


Texas Joins the Procession. 


In response to a number of requests from the younger business men of 
San Antonio for assistance in securing a broader training in the princi- 
ples of business, the Business Men’s Club is organizing an office man’s 
committee for the purpose of securing a systematic course of lectures upon 
the principles and economics of business. President David F. Houston of 
the University of Texas has become interested in the movement and will 
attend the preliminary meeting. 

The meeting will be open to all the business men of San Antonio. The 
idea of the meeting will be to explain how the plan for furnishing a 
broader training for young men in business may be worked out. 

In addition to President Houston, Herbert M. Temple of St. Paul, 
President of the Minnesota Public Accountants’ Association and Vice- 
President of the National Association of Public Accountants, will address 
the meeting. In St. Paul and Minneapolis such a system of instruction 
for business men has been worked out successfully, and Mr. Temple will 
tell the details of the work in those cities and elsewhere—San ANTONIO 
(Texas) Datry Press, March 26, 1908. 


Michigan. 


At the Annual Meeting of the Michigan Association of Certified 
Public Accountants held on 17th of March, 1908, the following Directors 
and Officers were elected for incoming year 1908-9: 

Wm. H. Brook, President, Majestic Building, Detroit. 

W. D. Gridley, Vice-President, McGraw Building, Detroit. 

J. Donald Anderson, Secretary, 28 Home Bank Building, Detroit. 

C. D. Fleming, Treasurer, Penobscot Building, Detroit. 

D. W. Springer, Delegate to American Association, 1908, Ann Arbor 
meeting, Atlantic City. 

Auditor, F. T. Gies, Detroit. 


The demolition of the old Fifth Avenue Hotel, New York City, in 
which the New York Society of Accountants and Bookkeepers has met 
for several years, has forced the Society to seek new quarters. Its new 
address is Engineering Building, 29 W. 30th Street. 
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ECONCMIC HISTORY OF THE UNITED STATES,” by Ernest Ludlow 
Bogart, Ph.D. Crown 8vo. New York, 1907. 522 pages. Price $1.75 
The writing of an economic history is a task presenting many difficul- 
ties. Not only must a vast amount of material be gathered from many 
sources, but it must be condensed. It is this process of condensation and 
the consequent necessity for careful arrangement that requires the utmost 
skill. 
Most of the existing difficulties have been overcome by Doctor Bogart 
with a considerable degree of success. Nevertheless, in the process of 
condensation, some topics have been hastily summarized that really deserve 
a more careful and even detailed treatment. For instance, the British 
Acts of Parliament regulating American trade and the Colonial 
retaliation, evasion and protests which led up to the Revolutionary 
War, which particularly typify the evolution of economic grievances 
into political issues, are but briefly mentioned in three paragraphs. 
So also in his treatment of the tariffs before the Civil War, the author gives 
but a short résumé of the several acts. He does not describe the indus- 
trial situation that gave rise to the various changes, nor does he examine 
the effects of the tariffs upon the nation as a whole or the industries they 
were designed to protect. The tariff of 1828, a most interesting object 
lesson on the use and abuse of protection, is dismissed with John Ran- 
dolph’s sarcastic comment that “ it referred to manufactures of no sort or 
kind except the manufacture of a President of the United States.” In 
view of our present problem, a more careful study of the early tariffs 
might be profitable to the student. 

However, the author’s narration is continuous and interesting. Par- 
ticularly good judgment is shown in the manner in which he takes facts 
out of their chronological order, when necessary, and arranges them 
according to their influence upon American industrial progress. The 
book closes with a complete bibliography of the subject, embracing over 
seven hundred titles. With the aid of these supplementary helps, almost 
any related special topic can be thoroughly investigated. 

FrepericK B. Rosrnson. 


CENSUS STATISTICS OF CITIES. Statistics of cities having a population 
of over 30,000, 1905.—Special Reports, Bureau of the Census. ([Pre- 
pared under the direction of Le Grand Powers, Chief Statistician.] 
Washington, D. C.: Department of Commerce and Labor, S. N. D. 
North, Director. Paper: 10 by 12 inches; pages, 372; tables. 

The 154 cities included in the returns here given had an aggregate pop- 
ulation of some 22,200,000 on June 30, 1905. A complete statistical exhibit 
of the governmental activities of these 154 cities would be of great value. 
Unfortunately, in the present state of municipal accounts and statistics, 
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anything like such an exhibit is quite out of the question. Judging from the 
fact that more than two-thirds of the volume before us is composed of 
financial statistics, it would appear that such are more readily available 
than are the physical statistics of cities. 

In conjunction with and as an extension of the work of the National 
Municipal League Committee on Uniform Municipal Accounts and Sta- 
tistics the Bureau of the Census has evolved a system of municipal 
accounting of general applicability to any city in the country. By accentu- 
ating financial statistics the Census Bureau is bringing this system to the 
attention of accounting officers and is greatly aiding the movement for 
uniform municipal accounts. About half of the text introductory to the 
present collection of statistics consists of a remarkably concise analysis, 
with definitions of the principles of municipal accounting, applicable to 
American conditions. 


INSURANCE. A Practical Exposition for Students and Business Men. 
Revised edition. By T. E Young, B. A., F. R. A. S. 146 pages. 
Price $2.50. Sir Isaac Pitman & Sons, New York, 1907. 


This volume is a really valuable treatise upon the principles of insur- 
ance. It is a practical work for practical men, but at the same time contains 
a sound and clear statement of the underlying theory. One of the features 
of the work is the wealth of mathematical information that it contains. 
The chief objection to the book from an American reader’s standpoint is 
the strangeness of the nomenclature. Many of the terms are technical and 
others are so distinctly British that a glossary would not be out of place. 
Still it would be easy to exaggerate this difficulty, which is after all only 
superficial. The book has taken rank and deserves to be recognized as 
one of the most important contributions to the literature of insurance. 


THE CURRENCY PROBLEM AND THE PRESENT FINANCIAL SITUA- 
TION. A Series of Addresses delivered at Columbia University 1907- 
1908. Pp.170. The Columbia University Press, 1908. 


The addresses composing this volume are of particular interest at the 
present time because they present the opinious of successful men of 
affairs with regard to the causes of the panic of 1907. The volume is 
prefaced by a brief but illuminating paper by Professor E. R. A. Seligman 
in which he discusses the crisis of 1907 in the light of history, comparing 
the phenomena of this last crisis with the several panics of the Nineteenth 
Century. The volume is made up of the following addresses: “ The 
Modern Bank,” by Frank A. Vanderlip; “The Stock Exchange and 
Money Market,” by Thomas F. Woodlock; “Government Currency 
Versus Bank Currency,” by A. Barton Hepburn; “Gold Movements and 
Foreign Exchanges,” by Albert Straus; “The New York Clearing 
House,” by William A. Nash; “Clearing Houses and the Currency,” by 
James G. Cannon; “American and European Banking Methods and 
Bank Legislation Compared,” by Paul M. Warburg; “The Modern 
Corporation,” by George W. Perkins. 

We can heartily recommend this volume to any man who wishes to 
get a comprehensive view of the financial and currency situation in the 
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United States. Mr. Vanderlip’s description of the modern bank, although 
it is far from elementary, is nevertheless so clear and simple in its language 
and so apt in its illustrations that a beginner in the subject could have 
no difficulty in comprehending it. Mr. Woodlock’s paper is of like 
character. He describes with great clearness the operations of Wall 
Street, and is particularly interesting in his explanation of the conditions 
which give rise to fluctuations in the rates of call money. To the reader 
who has some familiarity with American banking Mr. Warburg’s address 
will possess the greatest interest and value. He shows that our banking 
methods are the opposite of those in vogue in Europe, and that in conse- 
quence we suffer from certain evils to which Europe is never exposed. 
For example, American banks deal altogether in promissory notes, whereas 
European banks deal in bills of exchange. This commercial paper is merely 
an investment, whereas in Europe it serves as a means of exchange. 
Mr. Warburg calls attention to the advantages of the government 
banks of Europe and to the branch banking system as compared 
with the numerous small and isolated national and State banks of 
this country. This paper is one which every banker in the United 
States can read with profit. Mr. Perkins makes a very earnest and 
sensible plea for the modern corporation. He argues that they are 
“not only vast business enterprises, but great and growing institutions 
for savings,” and in proof points to the fact that during 1907, despite 
the campaign against corporations, the stockholders of some of the largest 
of them steadily increased in numbers. 

It is to be hoped that this volume will have a wide circulation on 
account of the soundness of its financial teachings, and the weight given 
to these teachings by the fact that the authors are all practical men. 


THE CONSOLIDATED STOCK EXCHANGE OF NEW YORK, by S. A. 
Nelson. The A. B. Benesch Co., New York, 1907. 


This little volume is written with the object of giving a brief and 
clear account of the history and working of the Consolidated Stock 
Exchange. The author describes its various departments, but in consider- 
ing its relations to the public he touches upon many topics of interest 
which are not confined in their scope to one institution. Examples of 
the latter are found in the chapters dealing with the principles of the 
exchange, the various types of traders, a day’s work of commission 
broker; and the mechanism of a complete bull trade and of a complete 
bear trade. Similarly the treatment of the exchange clearing house is 
of more than local interest. Besides stating the fundamental principles 
and the methods of organization, the author presents two specimen “ clear- 
ing sheets ” and discusses the items in their various relations to each other. 
Thus the general reader is given a clear idea of just how balances arise 
and how they are adjusted. 


| 
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The periodical literature of business is enormous in volume, but not impressive in 
quality. Too much of it is mere gossip or disguised advertising or superficial re- 
hash of what sensible business men already know. But among the chaff there are 
always a few grains of wheat which ought not to be allowed to go to waste. It is 
the purpose of this department to pick out and summarize some of the articles that 
are worth attention. As no one man could possibly cover the whole field, the editor 
will be grateful to any one who will take the trouble to cal] his attention to articles 
that have been found useful. 


Foundry Costs. 


Modern Methods Magazine for January contains an article on 
“Methods of Keeping Foundry Costs,” by J. F. Johnson. The writer, 
among other things, says: 

A foundry business is peculiar in a great many respects. It is unlike 
any other manufacturing business on account of the uncertainties regard- 
ing product, amount of material and supplies used on any particular job. 
This makes it a very difficult matter to get an accurate system of costs. 

From my observation the foundry business is conducted on the hit or 
miss plan. Large contracts are taken every day by parties merely look- 
ing at the blue prints and price quoted without going into any details as 
to the amount of loss on account of defective work and unavoidable 
causes. The most important object of the Jobbing Founders’ Association 
is to get a good system and have various foundries adopt it and find out 
their true cost, and in this way avoid ruinous prices in the future. 

The first step is to enter the order taken by giving it a shop order 
number and issuing shop bills or material to different departments inter- 
ested. This, I think, is a universal practice and is understood by every 
one. In addition to this shop bill, we issue to the moulder a small card, 
pe Se shop order number, pattern number and number of pieces to 

made 

Every day a report is made by the foundry clerk of the cast, giving 
the shop order number, number of pieces, pattern number, and weight of 
castings. We next have a record of all metals charged in cupola during 
the month, giving date, kind and weight. This can be kept in book form 
or loose sheets. The next step, and it is of utmost importance, is to have 
a store room where all materials are kept for stock, and these materials 
can only be gotten by an order from the foreman. 

The store house is credited every month to stores accounts and proper 
jobs and accounts charged. A periodical inventory is taken to compare 
actual stock on hand with the book value, and thus keep a check on the 
storekeeper as to the correctness of his accounts. 

As the time slips are received each day in the office, after being 
approved by the foreman, they are entered on a distribution or operating 
sheet, giving the shop order number, pattern number, class of work, time 
and amount. At the end of the month these sheets are added and results 
shown on recapitulation sheet. This gives you the total moulding cores 
and labor on each job. The cost of the different pattern numbers can be 
taken from the sheets at any time after closing the month’s work, so as 
not to delay the closing of the month’s business. 

Another report of great value to us we call a summary of the product. 
This report gives average during the month, with product, with pounds 
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er moulder per day, average weight of piece per month, and other useful 

information, for the sake of comparison with other months. We are thus 
able to tell if our product is varying, and to what extent. This report is 
self-explanatory and can be compiled very easily. 


We now come to the final steps, which are arrived at after books are 
closed and all expenses determined. It is nothing more or less than a 
final recapitulation of foundry product, showing cost of different items, 
as obtained from your books. These figures are actual and are bound 
to be correct, on account of being taken from the books that are supposed 
to be correct. This sheet shows actual cost of foundry product for the 
month; also the different items, the practice and average cost per pound. 
This can be compared with previous months, and if running on the same 
class of product it keeps a check on your foundry and enables you to 
tell whether certain expenses are increasing or decreasing and in what 
amounts. 


We have now reached the final stage or step—a cost sheet showin 
actual cost of each job, the metal, direct labor, apportionments and tota 
cost. On the left hand side is shown the selling value. By merely glanc- 
ing at each side you can readily see which jobs are losing and which are 
profitable. The selling price per pound is obtained from the estimates 
on the work and where no estimates have been made use price you intend 
charging the customer for his work. In arriving at this final result the 
matter of apportionments has been considered carefully, and I think 
your method as nearly correct as it is possible to obtain. 


Profit Sharing. 


In the March issue of Cassier’s Magazine appears an article on 
“Profit Sharing,” by E. Wilson. Such articles are sometimes to be con- 
sidered on their merits as schemes designed to give important industrial 
results, but at other express primarily sentimental or political views. 
Mr. Wilson’s article belongs to the first class. He regards efmployer and 
employee as buyer and seller respectively of a commodity, in this instance, 
labor. The manufacturer purchases his labor, like raw materials, as 
cheaply as possible and resells it in the form of finished goods, at the 
highest obtainable price, the difference between his receipts and his ex- 
penses representing the profits of the business. The laborer, on the other 
side, naturally desires as high a price for his commodity as the state of 
the market will permit. Each party to the transaction has every right to 
decline business should the terms offered by the other appear unprofitable 
or unfair. In that case either the manufacturer obtains labor from other 
sources at his own terms, or the operation of the factory ceases. In the 
interval, on both sides there has been a stoppage of earning power, and 
consequently income. 


Nor does the damage end here. The manufacturer, being unable to 
fulfill his contracts, finds that his customers are driven to other markets, 
and his business connections are lost, perhaps never to be regained. In 
addition, although the factory may be at a standstill, what may be termed 
establishment charges, such as salaries of superintendents and electrical 
staff, rents, rates, insurance, and the like, still run on, and have to be met 
without any corresponding receipts. Also, not infrequently, the workman 
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finds, as does his employer, that the market for his labor has been driven 
to other localities or irretrievably destroyed. 

Mr. Wilson desires better codperation between employers and em- 
ployees, so that they may work together for years both in times of pros- 
perity and of trade depression. He advocates a system which would 
automatically adjust remuneration between the employer and his men by 
removing the cause of disagreement. If such a system should have this 
effect, amongst others, of reducing working costs and at the same time 
adding to the earnings of the men, its acceptability to both sides should 
be without question. 

The premium system, which Mr. Wilson upholds, he says, will, perhaps, 
be more clearly understood by reference to a concrete example. Take the 
case of an engineering business devoted to the construction of a special 
class of machinery. The component parts of a machine are finished and 
ready to be a together to form a complete machine. From previous 
experience of similar work, the manufacturer has arrived at the time 
occupied by the average workman in carrying out this operation. Let it 
be assumed that in this case the time amounts to six hours. Under the 

remium system the mechanic, working at his standard rate of pay, is 
informed that the time allowed for the operation is six hours, but that 
if he can complete his task in less time, he will not only be paid his 
ordinary wages for the time thus occupied, but, in addition, will receive 

y, for let us say, half the time he saves. With this incentive, he applies 
himself diligently and intelligently to his task and succeeds in completing 
it in four hours. What is the result? With a standard rate of 8d. per 
hour, he receives for four hours’ work the sum of 32d., or 2s. 8d., and, in 
addition, as a reward for his increased application, or skill, a premium of 
one hour’s pay, namely, 8d., or in all 4od.; or, to look at it in another way, 
his rate of pay has been raised to 10d. per hour. From the employer’s 
point of view there is also a decided gain. What originally cost him 
48d. has now been produced for 4od., and he is enabled to sell goods at a 
correspondingly greater profit, or to reduce his selling price with a view 
to obtaining a greater number of orders. Not only so, but two hours 
have been redeemed, which may be employed in further useful work, the 
output of the factory and, therefore, its profit-earning capacity, being 
proportionately increased. On both sides, therefore, there is a positive 


gain. 
The writer says that where a repetition of work is infrequent a bonus 


system may be adopted with advantage. 


In such a case the employer, instead of paying on the results of indi- 
vidual operations, agrees to distribute amongst his employees a fixed pro- 
portion of the general profits of the business, as determined by his peri- 
odical balance sheets, the intention being, as before, to promote increased 
efficiency of labor and to reward the same in proportion to the results 
obtained. The following F gpg oe may serve to explain how such a 
system may be applied, and are taken from a scheme in actual operation: 

The amount to be paid to the employees is a fixed percentage of the 
net profits, and to obviate any suspicion of unfair dealing this percentage 
has been communicated in writing to an independent accountant, who, 
from an inspection of the balance sheet and other relative documents, 
certifies after each balance the amount due to each workman. The amount 
due to each individual is proportionate to the rate of wages he has re- 
ceived during the current year, and depends also on the number of hours 
worked. The actual distribution of profits takes place as soon as possible 
after the completion of the balance sheet, and the various sums may 
be at once withdrawn in cash or left on deposit with the firm, interest 
being paid on any such balance annually. 
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Insurance of Electrical Plant. 


The March issue of Cassier’s Magazine contains a very interesting 
article on this subject by Mr. William R. Bowker. The insurance of 
electrical plant and apparatus is becoming very common in Great Britain, 
where there are three great companies, the Vulcan Boiler Insurance Co., 
Ltd., The National Boiler and General Insurance Co., Ltd., and British 
Engine and Boiler Insurance Co., Ltd., besides several unimportant ones 
engaged in the business. The bulk of the business is handled in Man- 
chester, where the three companies mentioned are located. 

The matter of uniformity in insurance rates has now been settled, after 
the usual cut-throat competition which is part of the procedure in the 
organization of rival companies in a new field, and the business is now 
on a profitable basis. 

The companies do the bulk of their business in taking risks on electrical 
apparatus, but the field has been extended to cover boilers, gas engines, 
central and power plants, etc. They have also an extensive connection with 
steel works, ship yards and textile and other mills. Electric coal cutters 
are positively “taboo” with all companies, however, as the financial risk 
is too great. 

The insurance of plant, machinery, etc., is only against legitimate break- 
down as a result of an accident. As an additional inducement to obtain 
business they insure the buildings in which the plant is located against 
damage caused by the breaking of any part of the machinery that flies 
apart. For instance, if a fly wheel broke and damage directly resulted to 
the building or any apparatus the companies would pay full damage up 
to the amount of the policy. None of these companies insure against 
damage by fire or any cause except accident. 

A feature of interest to the insured is the delay in having broken down 
parts of electrical apparatus, such as a burnt out armature, etc., repaired; 
and while it must be said that the companies have connections with many 
repairing firms, it seems probable that by maintaining their own repair 
departments much time and money might be saved. 

The three companies mentioned are organized with a board of directors, 
a chief engineer, (who acts as general manager), a consulting department 
with a head engineer, assistant engineers and draughtsmen, and an agency 
department, at the head of which is the secretary, who acts as treasurer and 
paymaster. The insurance department works in conjunction with the 
agency department. The inspection department worked in conjunction with 
the record department. There is also a boiler department, whose head and 
assistant engineers deal with the boiler inspectors’ reports on boiler exam- 
inations ; an engine department, which deals with engine break downs and 
reports of inspector’s examinations; and an electrical department, which 
specializes on electrical machinery. There is a general typewriting depart- 
ment, where the records are kept. All the heads of the several departments 
are responsible to the chief engineer. 

The outside agents are remunerated on a salary and commission basis 
and in addition are allowed legitimate expenses. They are not supposed 
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to have technical knowledge, but are merely “business getters.” They 
hunt up prospective clients, get applications, agree on premiums etc., and 
then turn the application over to the inspection department, whose repre- 
sentative examines the risk before the policy is granted. 

In addition to the first examination the inspection department exam- 
ines the risk three times a year. These inspections are time and money- 
savers, for they reveal existing faults which though of slight present 
moment would develop into future breakdowns. 

The present system of premium charges is based on the size of the 
machines, irrespective of other conditions, larger machines paying higher 
premium rates than small ones. It would seem sounder business logic to 
grade the premiums more according to the risk of location and probability 
of breakdown than according to size alone. 

That the business is very profitable is attested by the fact that the 
National Boiler and General Insurance Co. last year paid 30 per cent. 
dividends and the other two mentioned paid nearly as much. The field 
for such insurance in this country is unquestionably great and would seem 
to permit of very profitable development. 


Lecture on Science of Accounts. 


Tracing the history of accounting from the time when primeval races 
used the art of fingers and toes, down to the present epoch, when all the 
civilized world knows the art of accounting, and finds it necessary for 
enlightened development, J. Gordon Steele, chartered accountant, gave his 
initial lecture last night, in the series arranged by the department of 
economics of the University of Minnesota, for the benefit of the students 
taking the political science and economic course. 

The series of lectures, of which the one last night was the first, is 
creating considerable interest among the general public, and the instruct- 
ors in the schools and various departments of the university are mani- 
festing a sincere desire to hear the course. The Minnesota Society of 
Public Accountants is giving its services, gratuitously, to the head of the 
economic department. The next lecture on accounting will be given 
February 17, and will be delivered by Mr. Steele. A lecture on insurance 
will be given at dates apart from the accounting lecture date. 

Mr. Steele worked out the purpose of the initial lecture with 
marked distinctiveness. Beginning with the savages and older inhabitants 
of the globe, a gradual growth along the lines of accounting and auditing 
was carefully presented. A particularly interesting fact along this line was 
the unique system employed by the Mexicans of our own continent. 
Instead of the old and almost universal decimal system, they use a peculiar 
system involving the twenties as units and the powers of twenty to express 
the multiples. A number of other interesting facts concerning the growth 
of the art of bookkeeping and in its association with accounting were 
found highly valuable to the students.—Minneapolis Tribune, February 
TI, 1908. 
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Conducted by ALEXANDER MCCLINCHIE, of the New York Bar. 


The purpose of this department is to present from month to month short, critical 
summaries of recent decisions, which affect accountants, and to furnish accurate 
information on legal questions. Inquiries from our readers will be welcome and 
will receive prompt attention. 


Amendments to the Bankruptcy Act. 


Perfection in law is an ideal always to be striven for; its complete 
attainment, like the geometric values that approach infinity, can never be 
reached in this world of weak and frail beings. Any movement, there- 
fore, which tends to make our laws approach perfection should be 
heartily welcomed and actively supported. The fact that those who speak 
for the movement are modest in their claims and are frank to admit 
the inevitable failings of their measure is indeed a strong argument in its 
favor. 

The National Association of Credit Men are seeking the passage of 
certain amendments to the Bankruptcy Act. They say of them: “ After 
much careful study, and a comparison of the present conditions in the 
commercial world with those formerly existing under similar laws, it 
is the sense of this Association that the present law while not entirely 
perfect is of great advantage to the business world generally.” 

The important changes suggested may be summed up as follows: 

1. Insolvency will exist when the assets, exclusive of property 
exempt from execution under the laws of the United States or of the 
State or Territory in which the proceedings in bankruptcy were begun, 
are insufficient to pay debts. 

2. District courts shall have ancillary jurisdiction of persons of 
property within their respective territorial limits in aid of a receiver or 
trustee appointed in any bankruptcy proceeding pending in any other 
court of bankruptcy. 

3. Voluntary bankruptcy may be claimed by persons owing $300. 

4. Corporations in general, except municipal, railroad, insurance or 
banking corporations, are to be given the full benefit of the Bankruptcy Act. 

5. Composition with creditors shall be permitted before as well as 
after adjudication. 

6. In application for discharge of the bankrupt the trustee shall be 
given the same rights to object as heretofore have been extended to 
“parties in interest.” 

7. A bankrupt shall not be discharged if he “has failed or fails te 
account satisfactorily for any loss or deficiency of assets which materially 
contributes to his bankruptcy, provided that the burden of proof shall be 
on the bankrupt to account for any such loss or deficiency.” We wonder 
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if the term “account satisfactorily” will be taken to mean very much in 
all jurisdictions? Would it not be wise to be a little more specific on 
this point? Would the loss of money in gambling be a satisfactory 
explanation? If not, where to draw the line? 
8. A creditor who has assented to or become a party to a general 
assignment or similar proceeding, if he becomes convinced that such 
proceeding is not really for the benefit of the creditors, may appeal to 
the federal system. 
g. Intent to prefer on the part of the debtor shall not be a necessary 
element of “ preference,”—the trustee need not prove the intent in seeking 
to avoid the effect of a transfer or judgment which amounts to a 
preference. 


Notes of Recent Cases. 


In Puipot v. TEMPLE BANKING Co. (60 S. E., 480) the Court of Appeals 
of Georgia very recently decided that “A certificate of deposit is a sub- 
sisting chose in action, and represents the fund it describes, so that a 
delivery of it as a gift constitutes an equitable assignment of the money 
for which it calls.’ The donor in the case referred to delivered the 
certificate with proper words of gift but failed to indorse the instrument. ; 
The court decides at the same time that a check properly made out shortly 
before death and delivered to the payee without consideration will operate 
to assign the funds in the bank as a gift mortis causa though it is not 
presented for payment till after the death of the donor. 


In rE REINBOTH, 157 Fed., 672. Although § 47 a (2) of the Bankruptcy 
Act imposes on the trustee the duty to collect the property of the estate, the 
question of the trustee’s liability for negligence in failing to get in an 
asset has never been passed upon in the United States. The above cited 
case, however, seems to settle that question. In that case, a trustee in i 
bankruptcy neglected to prosecute a disputed claim to goods of the bank- . 
rupt in the possession of another. A creditor excepted on this ground to 
the trustee’s final account. Held, that the trustee, if found negligent, may 
be charged with the value of the goods. 


SCHLESINGER, AS RECEIVER OF THE FeperaAL BANK or New York, v. 
191 N. Y., 69. 


“National and State Banks are entitled to protection in the purchase 
of negotiable paper only in so far as the officers of such banks act in : 
good faith and not where they knowingly and intentionally join with ; 
wrong-doers in an attempt to evade the laws. Where, therefore, a bank 
discounts promissory notes which are void for usury, with a full knowl- 
edge of the payment of an usurious rate of interest thereon, such usury 
may be pleaded as a defense to an action on the notes, and the provision 
of the Banking Law (L. 1900., ch. 310, § 1) modifying, for the benefit of 
banking institutions, the general statutes in relation to usury, has no 
application.” 
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ConpucTep By Leo GREENDLINGER, B. C. S. 


Criticism and exchange of ideas will clear ~z. a doubt and at the same tine improve 
shortcomings. To solve, compare, and criticise C, P. A. problems and thereby to aid in 
bringing about a uniform American standard for C, P. A. examinations, is the object of 
this department. With the aid of suggestions and criticism from the professional brethren, 
it can undoubtedly be achieved. Inquiries will be cheerfully answered. 


As a change, and in order to live up to the heading of this department, 
it will be useful to contrast as well as compare a few papers given by 
various State Boards or Institutes of Accountants at recent examinations 
for the C. P. A. degree. This contrast and comparison is especially appro- 
priate after the appearance of the Pennsylvania C. P. A. examinations, 
based on the 1907 bulletin, issued by that Board. 

The following are representative problems of the Pennsylvania exami- 
nation, held in November, 1907: 


(Monday, November 25, 1907, 9 A. M. to 1 P. M.) 


1. The report to the Comptroller of the Currency by the Blank 
National Bank on June 15, 1906, and again on July 20, 1907, showed as 


follows: 
June 15, 1906, July 20, 1907. 


Resources. 
U. S. Bonds to secure Circulation and U. S. 
Premiums on U. S. Bonds ..................% 13,000.00 12,000.00 
Banking House Furniture, etc................ 70,694.16 129,198.80 
Due from Banks and Bankers ............... 613,753.18 520,734.39 
Royal Bank of Dublin, Ireland .............. 36,215.48 42,486.15 
Due from Approved Reserve Agents ........ 537,450.91 472,646.47 
Checks and other Cash Items ................ 24,247.54 - 83,411.83 
Exchanges for Clearing House .............. 281,933.18 199,179.10 
Notes of other National Banks .............. 2,850.00 200.00 
Lawful Money Reserve in Bank ............. 411,218.15 522,225.80 
Redemption Fund with U. S. Treasurer ...... 20,250.00 24,250.00 
$6,480,498.60 $6,539,663.03 
Liabilities. 
Undivided Profits, less Expenses, etc........ 115,754.47 109,566.46 
National Bank Notes Outstanding ........... 408,000.00 400,400.00 
Due to Banks and Bankers ................. 956,437.76  1,119,598.80 
Individual Deposits subject to Check.......... 3,4360,436.50  2,802,915.26 
Cashier’s Checks Outstanding ................ 142,978.16 402,472.45 
Notes and Bills Discounted................... 490,000.00 
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Accounts current received from the Royal Bank of Dublin show a 
credit balance in favor of the Blank National Bank on June 15, 1906, of 
£7,624—8—4, and on July 20, 1907, of £9,337—14—6. 

a. You are retained by the Board of Directors of the bank to make 
an examination on July 20, 1907, and to make an audit in connection | 
therewith of the accounts from June 15, 1906. State how you would 
propose to carry out these instructions, describing your process in the 
order in which you think the several steps should be taken, and discussing 
carefully each item shown on the foregoing statements, together with 
such other accounts appearing in connection with your answer to part 
(d) of this question as you think should be examined. 

b. Do the Ledger balances against the Royal Bank of Dublin show the 
correct status of this account? How would you prove that they do; and if 
you found the balances stated above to be wrong, what entry would you 
make to correct? 

c. Describe more fully the “ Liability Ledger” (or what is known in 
some banks as the “ Credit Ledger” and in others as the “ Line Ledger ”) 
and state whether you think it should prove with any General Ledger 
Account, or be kept by single entry purely. If the former, show how you 
would accomplish your purpose. 

d. From the foregoing and your knowledge of banking: 

Outline a system of accounts suitable for the Blank National Bank, 
describing (in sufficient detail to indicate your understanding) the prin- 
ys books and blanks used in the several departments, but showing no 
orms. 


2. Describe the use and operation of a Clearing House. 


3. State briefly the sources of Income of,— 
National Banks 
State Banks 
Savings Banks 
Trust Companies 
Building Associations. 


(Tuesday, November 26, 1907, 2 P. M. to 5 P. M.) 


11. You are retained by the Appliance Manufacturing Company to 
audit its accounts for the year ending June 30, 1907, and to prepare the ig 
Balance Sheet, Trading and Profit and Loss Accounts for the year. . 

You are expected to write a brief report of not less than 200 and not 
more than 400 words dealing with your audit, showing its scope and 
discussing any matters relating to the accounts which may seem to you to 
be of interest. 

The company was incorporated on July 1, 1906, and its Balance Sheet 
on that date showed as follows: 


Assets. 


0,554-43 


Machinery and Cows 120,355.01 

Furniture in Office and Store .................0-. 11,762.18 

00 ccounts Receivable in Suspense........... 1,983.40 2 * 


$227,537.27 
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| Liabilities. 
Reserves for Suspended Accounts Receivable...... 1,019.16 
$227,537.27 
The Trial Balance of June 30, 1907, was as follows: 
$5,259.80 
Sundry Merchandise Bought .................... 2,869.80 
22,400.04 
88,317.70 
2,490.14 
General Selling Expenses ............. soeeetnene 3,491.50 
4,000.00 
738.40 
5,089.30 
Dividend (paid January 10, 1907)................ 6,000.00 
Furniture, etc., in Store and Office............... 12,016.45 
Book Accounts Receivable 58,935.20 
Expenses of Incorporation ...............++-0+- 500.00 
Reserve for Suspended Accounts................ 320.59 
200,000.00 
Accounts Receivable in Suspense ................ 2,316.84 
$475,055.73 $475,055.73 


The Inventory of Merchandise and Material amounts to $12,453.90. 
You discover the following facts not disclosed by the books: 
(a) Invoices not entered,— 

Maryland Steel Co., dated June 15, 1907, 


$165.00 

York Safe and Lock Co. dated June 1, 

Vulcan Coal Co., dated May 20, 1907, 


(b) The company made in its shop for its own use five machines, in 
the construction of which it used material costing $525,00, and the me- 
chanics’ wages amounted to $750.00. 


12. A Company is engaged in a business in which it enters into con- 
tracts to render certain services for fifty-two weeks for twenty dollars, 
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payable eight dollars in cash and the balance by installments on the first 
of each month. As an inducement to customers it gives with each con- 
tract an article costing three dollars, and it allows the agent securing the 
contract to retain out of the cash payment a commission of $2.50. Ex- 
perience shows that the cost of collecting the monthly installments 
averages ten per cent. of the amount collected. 

(a) What entries would you make on the books when the contract is 
secured ? 

(b) How would the accounts opened be disposed of by the time the 
contract is closed? 

(c) You are asked to change the bookkeeping system and open an 
entirely new set of books at a date when the records show, among other 
assets and liabilities, 1,000 contracts in force with an average of twenty- 
five weeks service to be rendered on each and installments amounting to 
$7,500 outstanding. What assets, liabilities and reserves would you set up 
in the new books respecting these matters? It is not necessary to con- 
sider the question of cancellation or breaches of contract. 


To contrast and compare these papers with those presented by other 
boards the following typical problems and questions are given: 
PRACTICAL ACCOUNTING, PART I. 
(New York, February 4, 1908, 1.15 to 4.15 P. M.) 

1. On July 9, 1907, Smash, Slump & Company, bankers, buy from the 
Atlantic Ocean Bridge Company its first 5 per cent. 50-year gold bonds, 
dated July 1, 1907, interest payable semi-annually, amounting to $10,000,- 
000, at 90 per cent. and interest, with a bonus of 50 per cent. in common 
stock of the Atlantic Ocean Bridge Company. On the same date the 
bankers form a syndicate for one year to take the bonds at 92% per cent. 
and interest with the common stock as a bonus. They make no charge for 
expenses. The syndicate is formed as follows: 

Jones & Company take $1,750,000 as a participation. 

Smith Brothers “6,000,000 

Reader & Company “ _ 1,250,000 

Smash, Slump & Co. “ 1,000,000 

On the same date the bankers pay the Atlantic Ocean Bridge Company 
the total amount due it for the $10,000,000 of bonds, and carry the syndi- 
cate, the members of which make no payments to the bankers. 

On February 1, 1908, $6,000,000 of bonds are sold on the stock ex- 
change at an average price of 95 per cent. less one-eighth per cent. com- 
mission. On April 1, 1908, $1,000,000 of bonds are sold on the stock 
exchange at an average price of 94 per cent. less one-eighth per cent. 
commission. 

Prepare statements, as follows, showing the bankers’ and participants’ 
accounts as they should appear on the bankers’ books at the close of the 
syndicate : 

(a) Statement showing the bankers’ account for the purchase of the 
securities, including transfers to syndicate account and profit thereon. 

(b) Statement of each of the syndicate members’ accounts as they 
should appear on the books of the bankers, July 9, 1908. 

(c) Statements showing the transactions and profit and loss on the 
bankers’ own participation account, assuming that the bonds are selling 
at 92% per cent. 

In making up these statements, no account need be taken of the 
coupons paid by the Atlantic Ocean Bridge Company, nor of any interest 
charges by the bankers to the participants’ accounts or to its own partici- 
pores account, as it may be assumed that the cash received for the coupons 

y the bankers will be sufficient to reimburse them for their advances to 
July 9, 1908. 


“ “ 
“ “ 
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2. The bookkeeper of a manufacturing concern could produce only the 
following statement from its records on January 1, 1907: 


First mortgage bonds (due Dec. 31, 1907)........ 15,000.00 
Materials and supplies (inventory)................ 4,280.34 
Interest on bonds (7 months) .................... 393.75 
Interest on notes and accounts payable ............ 282.40 
832.14 


On January 1, 1907, the management changes, and you are later re- 
tained as a public accountant to conduct an examination and prepare a 
balance sheet as of January 1, 1908. 

You find that during the preceding year the directors have subscribed 
in cash to $7,500 additional capital stock and have retired all the notes 
and old accounts payable, and that no interest was paid on these accounts 
for the year. You also find that the plant and equipment was revalued at 
$15,000 and 5 per cent. of this amount was charged off to provide for 
depreciation, while an additional 22 per cent. was ordered placed in 
Reserve Account to cover repairs and renewals, the entire 7% per cent. 
being charged direct to Profit and Loss. The bond outstanding fell due 
on December 31, 1907, and was paid, principal and interest, in cash. 

An inventory of materials and supplies places their value at $2,328.19, 
the practice being to charge all purchases direct to Manufacturing Ex- 
penses and to credit back the amount of the inventory. 

The accounts payable (all for material and non-interest bearing) 
amount to $546.28. 

Of the accounts receivable January 1, 1907, $4,968.18 was collected 
and the balance charged off as uncollectible. 

In addition to the material used from stock during the year, and the 
amount still due for material purchased, the manufacturing expenses were 
$3,720.52, all paid in cash, the total manufacturing expenses being 31 per 
cent. of the gross sales for the year ending January 1, 1 

Of these 91.3 per cent. were collected in cash and the balance, all of 
which is considered good, remains on the books in accounts receivable. 

Produce a comparative balance sheet of January 1, 1908-1907, and 
state the amount of gross sales for the year. 


THEORY OF ACCOUNTS. 
(February 5, 1908, 9.15 A. M. to 12.15 P. M., only. Ten questions.) 


A company issues annually over 10,000 checks on three separate banks, 
recording each one on the check stub and then transcribing each check 
in detail on the general cash book. Suggest a change in method that 
would facilitate the work and point out advantages gained. 

What do you consider the best way of entering on the books of a 
manufacturing company the amount written off to profit and loss for 
depreciation on (a) buildings, (b) large or fixed tools, (c) small or 
expense tools? 

What primary books of account are necessary for the proper and intelli- 
gent conduct of a small business? Describe the general form and uses of 
each book mentioned. 

What do you understand by “depreciation,” and how should it be 
provided for on the books of a manufacturing company owning its plant 
and equipment? Wherein does depreciation differ from renewals and 
repairs, and can it be avoided through any system of bookkeeping? 
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What is a reserve account? How may it be properly established and 
for what purpose? What, if any, contra account should be maintained? 
Under what circumstances should these accounts be maintained? Why? 


AUDITING. 
(February 5, 1908, 1.15 to 4.15 P. M., only. Ten questions.) 

In making an audit would you consider it necessary to check in detail 
the postings of subsidiary ledgers? Explain fully. 

In examining the books of a railroad company for the purpose of 
determining the profits for a given period only, what class of expenditures 
should be carefully examined? State how you would verify such 
expenditures. 

Explain fully how you would proceed in inspecting and verifying the 
bonds and stocks (not valuation) owned by a company whose books you 
are auditing, stating the principal points you would investigate in connec- 
tion with the coupons and the names appearing on the stock certificates. 

Explain briefly what method you would employ to audit the accounts 
of a firm whose books had been kept by single entry. 

What is the difference between a reserve and a reserve fund? Give 
examples of each. 


Papers set by the Scottish Chartered Accountants’ General Examining 
Board, June, 1907. 

GENERAL BUSINESS OF AN ACCOUNTANT. 

(The Theory and Practice of Bookkeeping, including the Preparation 
of Balance-Sheets, Profit and Loss Accounts, and Partners’ Accounts; 
the Principles of Cost Accounts; Joint Adventure and Consignment 
Accounts. ) 

(Time allowed, for seven questions three hours.) 

Job Trader, merchant, Greenock, has the following, representing the 

capital in his business at 1 January, 1906, viz.: 


50 puncheons whisky, valued at ...............000000. 375 
Consignments outstanding, estimated to realize........ 1,265 
Book debts, considered good .............cccsceceees 1,583 
£5,605 

Less—due to sundry creditors ..............66. 715 
£4,080 


At this date he assumes as a partner James Dealer, who pays into the 
firm in cash £860, and transfers a stock of 2,000 bolls of maize taken at 
22s. per boll. 

The partners are each to draw a salary of £25 monthly, to be allowed 
interest on their capital at 5 per cent. per annum, and to share the profits 
and losses equally. 

On 31st December, 1906, the trial balance of the firm’s General Ledger 
is as follows: 


Consignment sales account ..............ccecee. ‘ 3 

Freight and carriage account ..............eeee05 786 
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520 
Interest and discount account .................05. 420 
1,736 
572 
Lang, Brown & Co., joint account (unclosed)...... 981 
DOF SS. FAVE ccc 310 
208 
564 
1,665 
Ollice furmiture account 40 
£22,630 £22,630 


The partners’ accounts, stock account, and ship shares account are 
kept in the private ledger, and during the year this account has been 
debited with the salaries paid to partners, and with the sum of £1,200 
paid for the purchase of 2-64ths in the SS. Alma. 

Goods sent on consignment are debited to the respective consignment 
accounts at pro forma invoice value, and “Consignment Sales Ac- 
count” credited therewith. Each particular consignment account is 
closed on receipt of final account sales, “ Consignment Sales Account” 
being credited or debited with the balance of profit or loss on the 
consignment. 

Prepare a profit and loss account and balance sheet of the firm’s affairs 
on the 31st of December, 1906, the stock on hand at that date being valued 
at £3,718—there being due for rent and taxes £24, a loss estimated on 
unclosed consignments of £200, and before profit or loss is ascertained, 
depreciation to be written off the ship shares at 7% per cent. and off the 
office furniture at 5 per cent. 


State the distinguishing ger of difference between the’ forms of 
published accounts (a) usually adopted by a limited company for, trading 
purposes, (b) of a railway company, and (c) of a county council. 


In preparing cost accounts for a shipbuilding business, how would you 
treat payments made for (a) Ships’ plates; (b) Office and management 
salaries; (c) Wages of foreman carpenter; (d) Smithy coal; (e) 
Rivets; (f) Paint; (g) Riveters’ wages? 


The head office of the Thames Soap Company is in London, and the 
Company has a branch in Liverpool, from which all sales in the Lancashire 
district are controlled. All goods sold in this district are invoiced from 
this Liverpool office, and all payments in respect of these are received 
there, the amounts falling due to be lodged daily in bank to credit of an 
account operated upon from the head office. The principal books we 
at Liverpool are a day-book, credit book, cash book, and ledger. It 
having been ascertained that the Liverpool agent had been dealing im- 
properly with certain of the moneys collected, and had failed to pay them 
into the bank account in the regular course, it is resolved to transfer to 
London the control of all receipts, but to continue to invoice the goods 


from Liverpool. 


Write a short memorandum of suggestions for an alteration of the 
bookkeeping system to meet the altered circumstances. 
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THE PROCEDURE AND REQUISITES IN THE AUDIT 
OF ACCOUNTS AND BOOKS. 


Including those of Public Bodies, Companies, Firms, and Trust Estates. 
(Time allowed, three hours for eight questions.) 


You are appointed auditor of an engineering company formed to take 
over an existing business. The following is the first balance sheet of the 
company, made up at the 31st of December, 1906, as submitted to you for 
audit : 


Liabilities. Assets. 
Trade debts....... £3,500 | Buildings: 
Bills payable...... 750 As taken over, £2,000 
Due to bank...... 400 A 200 £2,200 
Customers’ bills dis- 
counted........ £300 Plant and ma- 
chinery: 
Capital: As taken over £5,000 
14,000 shares of £1 600 5,600 
£14,000 
Less calls in arrear 170 13,830 | Workmen’s tools, 
inventory... 500 
Profit and loss ac- Office furniture, as 
reer 1,550 taken over..... 200 
Stock in trade: 
Materials and 
stores....... $5,500 
Work in prog- 
1,000 6,500 
Trade debts...... 4,500 
Bills receivable. ... 250 
Cash in hand..... 30 
Preliminary ex- 
penses......... 250 
£20,030 $20,030 


The ground on which the buildings are erected is held on a twenty 
years’ lease. The additions to buildings have been done by contractors, 
and those to plant and machinery by the company’s own employees. The 
preliminary audit work having been completed, how would you — 
yourself that the various items in the balance sheet, excluding the profit 
and loss account, are correctly stated? 


Assuming that you have found the entries in the balance sheet given in 
the first question to correspond with the books, mention three points to 
which you would, before certifying the balance sheet, devote special 
attention, giving your reasons for doing so. 


In auditing the accounts of a charitable institution, what safeguards 
would you suggest to insure that all receipts for subscriptions and 
donations were duly credited? 


State in detail what steps you would take to check the amount of 
assessment for Poor Law and Education Rate imposed and collected by 
a parish council collector. 
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Very interesting in connection with the Pennsylvania examination papers ‘te 
is the circular of information issued by the State Board of Examiners. 

The Board does not follow the traditional custom in use since the pas- 
sage of C. P. A. laws in various States, of dividing the examination into 
four subjects (Theory of Accounts, Practical Accounting, Auditing, and 
Commercial Law), but expects the candidate to answer questions grouped 
under two heads—Commercial Law and General Accounting. The latter 
contains not only Theory of Accounts, Practical Accounting, and Audit- 
ing, but also Banking, Governmental Administration, Transportation, ete. 

This division is advisable. At the present time one will find a question 
given by a board of one State under Theory of Accounts, while another 
board will give the same question under Auditing; in some instances an 
antiquated board will give it under Practical Agcounting, as if Auditing 
or Theory of Accounts were not Accounting. In England we find in the 
majority of examination papers given by Societies or Institutes questions 
under the heading of “General Business of an Accountant.” Under this 
heading is included Practical Accounting as well as Theory of Accounts, 
Auditing or any other matter pertaining to an accountant’s work. We 
find the same order in the case of the examination papers of the Holland 
Society of Accountants. Among the other subjects required of the appli- 
cant, we find the subject Accountancy, the latter including: (a) Liter- 
ature; (b) Bookkeeping; (c) Systems; (d) Administrative Statistics; 
(e) Auditing; (f) Estimating; (g) Statements. 

Why should we be an exception to the general rule? It is deplorable 
that wherever a bill is presented for the enactment of a C. P. A. law, 
the old routine is followed and a copy of some neighboring State’s 
enacted bill is secured and imitated, regardless of the fact that we progress 
and should keep abreast with the times. 

Another feature to notice in the Pennsylvania examinations is that the 
papers contain exactly what the syllabus calls for, which is not the case 
in the majority of the other States, especially in the State of New York. 

To be sure, the average standard of the recent examination papers of 
the State of New York is commendable, more so than the standard of 
some of the other States—although rather specialized than general, 
chiefly in Practical Accounting. The examinations, however, are not 
based on the syllabus issued by the State. This method, a syllabus of one 
standard (1806) and examinations of another standard (1908), is an 
injustice to the applicants taking the examinations. What was more than 
enough in the early outline of the scope of examinations in accounting 
(1896) is not the standard of the present (1908). 

Compare, for instance, some of the descriptions of the requirements in 
the New York Syllabus with those of the Pennsylvania Syllabus: 


New York Syllabus: 


“ BANKING.—Treatment of moneys received from depositors; pass 
books; receiving teller’s records; listing check and draft deposits; de- 
posits from other banks; receiving teller’s proof. Paying teller’s duties; 
certified check book; effect of certification on indorsements; limit of 
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certification by national banks; record of paid checks; paying teller’s 
proof. Loans: legal procedure for national banks; offering book; dis- 
count register; charge ticket; regular dealers, other borrowers; discount 
tickler; time and ‘call’ loans; loan tickets; collection; protest; col- 
lection register ; remittance register; certificate of deposit; customs check; 
cashier’s check; bank drafts; third teller’s proofs. Procedure of general 
bookkeeper; general debit and credit books; general balance ledger; 
dealer’s ledger; dealer's balance ledger; the ‘Boston’ ledger; general 
ledger; general proof; daily statement. The clearing house. Reserve 
required for national banks.” 


Pennsylvania Syllabus : 


“ BaNKING.—(1) National Banking System. (2) State Banks in 
Pennsylvania. (3) Savings Banks and Building and Loan Associations 
in Pennsylvania. (4) Trust Companies in Pennsylvania. (5) Private 
Bankers and Brokers (Stock, Bond, and Note). (6) Foreign Exchange. 
(7) Clearing Houses (Bank, Stock, and Bond). 

“(a) Accounting Organization and Administration. (6) Nature of 
accounts in each and the distinctions between the accounts of the different 
classes of banking institutions. (c) Nature of Bank audits and method 
of procedure in each of 1 to 6, inclusive.” 


New York Syllabus: 


“MANUFACTURING Accounts.—Accounts to indicate causes of 
loss by a firm whose sales and cost calculations indicated a profit; state- 
ment showing cost per machine of manufactured output, the gross manu- 
facturing profit and the final net result; manufacturing and loss and gain 
accounts and balance sheet (writing off for depreciation and making 
allowance for bad debts) from trial balance and inventories furnished; 
from the cost sheet suitable for a manufacturing business and detailing 
the items of expenditure.” 


Pennsylvania Syllabus : 


“ MANUFACTURING.—(1) Accounting Organization and Adminis- 
tration of Factories. (2) Financial Accounts of Factories. (3) Manu- 
facturing Costs. (4) Audits.” 


The descriptions in the New York Syllabus cover the bookkeeping 
side, the elementary part, but they certainly do not reach the standard 
expected of a C. P. A. who must audit a modern banking institution 
or a modern factory. 

Although recognizing the difficulty of being original in questions or 
problems, yet the frequency with which some questions in Theory of 
Accounts of Auditing recur is to be greatly regretted. Some questions 
in these subjects at recent examinations in some States put a premium on 
“cram” work. 

The Pennsylvania Syllabus, however, is not free from errors. In 
recommending some good text books, treating of elementary principles of 
accounts, the Board suggest Williams and Rogers’ “Complete Book- 
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keeping,” Goodwin’s “Improved Bookkeeping,” etc. A recommendation 
and official endorsement given to these books is inexcusable, at least in the 
latter instance. A deplorable practice prevalent with all State Boards is 
the secrecy they maintain with regard to examination results. We see that 
in other countries there are published statements about the accounting 
profession, as well as about examination results, while here the strictest 
secrecy rules; one finds it occasionally difficult even to secure copies of 
previous examinations. What mystery the Board has to conceal no one 
can tell. 

To sum up then the lesson we could derive from the Pennsylvania and 
English papers: 

(1) The time allowed for answering questions should not be too 
restricted. The analytical ability of an applicant is not disclosed by a 
strict time limit. 

(2) Examinations in accounting should rather be treated under one 
heading than subdivided into three or more divisions; this single heading, 
however, to include not only accounting proper, but other matter which is 
pertinent to an Accountant’s practice as well. 

(3) State Boards should from time to time revise their syllabi so as 
to keep abreast with the commerce and trade of the day. 

(4) Publicity should be given to all matters regarding the accounting 
profession as well as regarding the examinations held from time to time, 
and their results, so as to raise the professional standing and acquaint the 
public in general with the usefulness of the profession. 


Firm Changes. 


Mr. Richard Smethurst and Mr. George R. Lamb, Fellows of The 
American Association of Public Accountants, and of The Ohio State 
Society of Public Accountants, have become associated with the American 
Audit Company in the company’s Cincinnati office. 
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Year with the Power 
America’s Business Field 


MEANS 


A Year of Business Success 


O read and study the articles published from 
month to month in The Book-Keeper, ‘The 
Business Man’s Magazine,’ means that you are 
securing not only the most practical and modern 
business methods, systems and happenings, but it 
keeps you in touch with the pulse of prretpenn 
Commercialism your entire time. 
"A magazine that is as vitally important and 
helpful to the business man as The Book-Keeper 
should number YOU among its subscribers. 
{ One Dollar brings it to you for one year. 
‘| Your subscription now assures you of twelve 
of the best issues ever published. 


The Business Man’s Publishing Co., Ltd. 


84 W. Fort St. 


In Derroir—Life Is Worth Living. 


When writing to advertisers. kindly mention this Journal. 
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facturer, jobber, 


There is one man that hard 
times can’t hurt—that is the man 
who can sell goods. | 


Be he manu- 
merchant —be ssales- 


man, salesmanager, or general manager— 


this splendid book, ““The Art of Selling 
Goods,” will give him actual, working, sell- 


ing plans that will enable him to increase 


his profits or raise his salary in the face of 


end 
adversity. This is not a theoretical book 
pet “ihe et giving the ideas of any single man—it has 
\ been culled, fact by fact, plan by plan, 
method by method, from the inside 
Offices of the world’s greatest sales 
“> organizations. No one man, in five 
a Sask, noes solid years, could learn all the little ins 
g ee and outs of salesmanship that this 
: book spreads before you at a glance. 
It affords the easiest possible way 


for any business man, employer or 
employee, to earn more money, to be 


ss* worth more to himself or to his firm. And it 
is, for a limited time, offered you FREE, all charges prepaid, 
in connection with a trial subscription to the 


EMPLOYERS 


**The Art of 
Selling Goods’’ 
embraces: 


Securing salesmen 
Selecting applicants 
Training salesmen 
Building a sales-force 
Handling road salesmen 
Handling city salesmen 
Handling, counter salesmen 


8 corresp 
Handling agents 
Increasing persistence 
Increasing self-confidence 
Increasing initiative 
Increasing tact 
and countless phases of this 
vital, complex subject 
of selling goods. 


not with the imaginings of idle brains, but with che active doings of men of achievement. 
ancient wars, they are men of real ficsh and blood—men who have built railroads through unpopulated deserts—men who bridge 
rivers and tunnel mountains; men who, in the face of difficulty, make business where business never was before. 
not the running brook or the country lane—its cheme 1s the swift current of human endeavor, and the types that push their 
It is a literature full of heart interest—full of human nature that fascinates us all, 
literature that enthralls and thrills, yet a literature so practical that it fits us to do a better day’s work—a literature that 
fills us with ambition and energy—a literature that feeds us with business facts which we may turn into gold—a litera- 
ture that will enable us to increase out profits, to raise our own 
Can YOU refuse the help which this magazine will bring yout 


LIMITED FREE OFFER 


a full year’s subscription to the AMERICAN Business MAN, and will send you, in addition, at once, all 
charges prepaid, a perfect cloth-bound copy, as above, of “The Art of Selling Goods.” This H 


oars against its merciless flow. 


AMERICAN BUSINESS MAN 


This big, practical, illustrated monthly magazine is for Business Men 
—Employers and Employees—who want to earym more—to have 
more—to de more It secks out Big Men—men whose shoulders 
have been broadened by the weight of business responsibilities— 
men whose minds have been mellowed by business experience, and 
gets them to put their priceless knowledge into cold type—gets 
them to tell in bold English the little success nuggets which they 
have dug out of the mine of experience. It brings you into heart-to- 
heart touch with men who can help you with the actual business diffi- 
culties which you have to mect from week to week and day to day. In 
clear, strong, plain, understandable English, the AMERICAN BUSINESS 
MAN brings to your desk each month a wealth of practical, working 

business knowledge that represents fortunes of money and years of 
effort—invested in experiment by others—all summarized, analyzed, 
classified and crystalized—for you Yet do not think, because 
this is a useful, a practical magazine, that it is not interesting. It is, 
What can be more interesting than the many-sided story of glorious 
success? Whatcan rivet the attention more solidly, or fascinate the 
min? more comp'etely than the strong, stirring stuff that deals with 
men of energy, men of action, and their work? Here is a new 
literature—a typically American literature—a literature that deals 


s really a 


EMPLOYEES 


**The Art of 
Selling Goods”’ 
embraces: 


Effective arguments 
Sales logic 
Initiative 
Tact 
Sales closin, 

Self contro 
Talking points 
Knowing human nature 
Handling competition 
Customers’ correspondence 
Sales management 
Sales ginger 
Pleasing personality 
and page after page of salary 
raising, sales - boosting 
information and plans. 


its heroes are not mythical men of 


Its theme is 


Itisa 


© matter where we live or what we do, 


If you send the corner coupon at once, with a $2 bill, DUSINES 
check or money order, we will enter your name for 


free offer, for the annual subscription price of the AMERICAN BusiINESS MAN, alone, is $2, But we 

know that this magazine will make itselt 90 indispensable to you that you will renew at the end of the 

year of = own accord, without solicitation on our part. Therefore the liberal offer, But,ascan 

readily be seen, the expense of this advertising and the free book, and carriage charges, is enor- 8 
mous. And we must accordingly limit the books to be given away tothe remainder of the edition 

we have on hand, So take no chances with delay, but sign and send the coupon now, to Address 


® AMERICAN BUSINESS MAN, Fisher Building Chicago, Ill. 


iy say “Renewal,” and 
enter name for a 


you are already subscriber to the AMERICAN BUSINESS MAN in saci 
we will your full year from the date of present Son of your su 
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Will You Spenda Penny 
to Increase Your 
Business—Y our 
Salary? 


Sign and mail the coupon below. Send no 
money! Take no risk! 


One hundred and twelve of the world’s master 
business men have written ten books—2193 pages 
—1497 vital business secrets. In them is the best 
of all that they know about 


—Credits —Wholesaling — Manufacturing 
—Banking —Real Estate —Correspondence 
—Retailing — Management —Cost-Keeping 
—Soliciting —Organization — Position -Getting 
—Insurance —Man-Training —Business Generalship 
—Purchasing —Salesmanship —Competition Fighting 
—Collections — Man-Handling and hundre.ls and hun- 
—Accounting —Systematizing dreds of other vital busi- 
4 —Advertising —Time-Keeping ness subjects 


A booklet has been published describing, ex- 
plaining, picturing the work. Pages 2 and 3 tell 
about managing businesses great and small; pages 
4 and 5 deal with credits, collections and with 
rock bottom purchasing; pages 6 and 7 with 
handiing and training men; pages 7 to 12 with 
salesmanship, with advertising, with the market- 
ing of pea through salesmen, dealers and by 
mail; pages 12 to 15 with the great problem of 
securing the highest market price for yourservices 
—no matter what your line; and the last page tells 
how you may get a complete set—bound in hand- 
some half morocco, contents in colors—for less 
than your daily smoke or shave, almost as little as 
your daily newspaper. 

Will you read the book if we send it free? Send 
no money. Simply sign the coupon. 


The System Co., 151-153 Wabash Ave., Chicago 


I am just like any other liveeminded, red-blooded man of business. I 
keep my eyes and ears and brain open all the year around for new ways to 
make money. If there is any possible expedient that will increase my busi- 
ness or salary I want to know it. So then, if your sixteen-page booklet offers 
me such an opportunity, send it along. But mind you, I promise nothing, I 
agree to nothing, save to read the booklet. After that it is purely up to 
the booklet. 55-4 


When writing to advertisers, kindly mention this Journal. 
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ITISN’T BRAINS 


It isn’t Brains—but the use of them—that makes for Business Progress. 
And itisn’t the use of your Brain—alone—but the use you get out of the 
Brains associated with you, that makes for your individual success. Brains 
need exercise, recreation, cultivation aside from daily routine activities. 


There is no more agreeable, profitable, and vitally necessary system of exercise for the Commercial Brain 
than the line of Thoughts set forth in 


THe PHILOSOPHER 


Its philosophy is down-to-earth, practical, twentieth century common sense, dealing with the fundamental 
science of Getting There—Staying There, and the specific arts based upon the science, such as Brain-Building, 
Health Culture, Character Development, Training of the Will, Salesmanship, Correspondence, Ad-writing, 
Cost Reduction, How to Stop Leaks, Credits, Cost Keeping, Handling of Raw Materials, How to Increase Out- 
put, Business Betterments, Business Logic, Industrial Economies and other answers by specialists. | Those who 
read and study it Produce More, Get More, Use More, and Enjoy More. 


TWO SMALL BOOKS OF GREAT THOUGHTS 


“ As a Man Thinketh” and “Out From the Heart” \ 
By JAMES ALLEN. 


These two little books give in simple, concrete form, from two different view-points, the essence of the 
helpful philosophy which the Magazine brings to you monthly. They deal particularly with the business value of 
Clean Living, Honest Effort, Courage, Endurance, Purpose—distinctly calculated to correct warped views of life 
and promote sympathy and harmony between those working together. 

You could not do yourself more lasting good in a business way than to put one or both of these little volumes 
into the hands of those working with you to make your business a success, 

The books are small and very readable—68 pages—printed on good, eggshell paper—well clad in strong art 
paper covers—most inviting in appearance—convenient ‘‘ pocket companion”? size. 


7 PASS NOT BY THIS OFFER 7 


Send us a One Dollar William to cover one year’s subscription to the monthly Periodical of Power, ‘* The 
Business Philosopher,’’ and we will send you seven (7) copies of either of these little Books, or an assortment of 
seven as you may direct. 

This unusual offer holds good for as many subscriptions as you like to 


THe BUSINESS PHILOSOPHER 


You may need 70 copies of the little Books—just send ten One Dollar ‘‘ Williams ’’ for ten subscriptions—every 
subscription brings with it 7 of the books that will advance your progress and profit by developing the latent abilities 
and a new sense of fidelity to your interests among your assistants and co-workers in your business. 

This unique subscription offer is unlimited as to quantity, but will be very limited as to time. Consider it 
seriously —decide quickly. 


The Business Philosopher 


SHELDON UNIVERSITY PRESS _ Box 775 LIBERTYVILLE, ILLINOIS 


When writing to advertisers, kindly mention this Journal. 
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Gain INDEPENDENCE 
LEARN BY MAILTO BE A 


CERTIFIED 
PUBLIC 


ACCOUNTANT 


T is a fortunate office man who commands 
| $2,000 a year. Auditors, Systematizers 
_Public Accountants, with no more natu 
ability, secure from two to five times that in- 
come. Our course of mail instruction, com- 
plete, compact, practical, is prepared, and 
taught by practicing, CERTIFIED PUBLIC 
ACCOU TANTS, and ATTORNEYS AT 
LAW. It is guaranteed to make a capable 
specialist of any capable office man and put 
him in the well paid class. Our text-books on 
THEORY OF ACCOUNTS, PRACTICAL 
ACCOUNTING, AUDITING, COMMERCIAL 
LAW, also BOOKKEEPING and BUSINESS 
PRACTICE are reinforced by constant in- 
dividual attention to each student, and there 

are no failures. Write us for particulars. 
Board of Instructors 


REGULAR MEETINGS 


At 8 P.M. on the Second and Fourth 
Tuesdays of each month 


MEETING ROOM 
The Engineering Societies Building 


The New York Society of 
ACCOUNTANTS 


AND 


BOOKKEEPERS 


INCORPORATED 1900 


FORMED to unite in a fraternal 
spirit for mutual benefit those en- 
gaged in accounting, bookkeeping, 

and office work, and to promote amon 

its members the study of the science o 

accounts in all its branches, and to 

encourage the interchange of ideas 
and experiences by the reading of 
original papers, discussions, debates 
and lectures. 


Address: THE SECRETARY 
The Engineering Societies Building 
29 West 39th Street. 


UNIVERSAL BUSINESS INST., Inc., Dept. L. 
27-29 East 22d St, N. Y. 


Practical Books for Accountants 


Corporate Finanee and Accounting 
By H. C. BENTLEY, C.P.A. 


A working manual, treating fully and practically of (1) the treasurer’s duties and liabilities; (2) the corporate 
books of account, including qpenes and special entries; (3) the treasurer’s and auditor’s reports, with forms; 
(4) bank deposits, checks and dividends; (5) negotiable instruments; (6) stock and bond issues; (7) forms relat- 
ing to the corporate finances, including signatures, checks, notes, certifications, endorsements, preferred stocks, 
bonds, deed of trust, etc., etc. 

The work is the most complete and valuable of its kind. It is up-to-date, reliable and conveniently arranged 
for ready reference. Its legal notes are by the well-known corporation author, Mr. Thomas Conyngton of the 
New York Bar. For those who are responsible or interested in any way in corporate finances, accounts, or 
securities, the work is indispensable. z 

pp. 6x9 inches. 1908. Buckram Binding. Prepaid Price $4.00. 


Financing an Enterprise 
By FRANCIS COOPER 


A practical work telling how money is secured for en rises. Second Edition. In two volumes. 

4 . Vol. I. describes the methods and requisities of successful financing; tells when and how to investigate an 
enterprise; tells how it may be held and protected, and gives a full and valuable discussion of capitalization. 

Vol. II. tells how to prepare a prospectus, and how to present an enterprise, (1) personally; (2) by letter; 
(3) by circulars; (4) by general advertising. It also contains a full discussion of trust funds, guaranteed stock 
and nds, underwriting, commissions, and the general problems of promotion. 

The author of “Financing an Enterprise” has had an extended experience in promotion work, and his book 
is the only first-class and reliable publication on the subject. It is free from advertising, is practical and to the 
point. It has been sold in every part of the world, and has received the unqualified approval of purchasers. It 
contains numerous and valuable su tions of importance to every business man. 

540 pp. 8vo. 1907. 2 Vols. Buckram Binding. Prepaid Price, per set, $4.00. 
(Either Volume Separately, $2.00.) 


Tables of contents of the above books and general price list of business books free on application. 
The Ronald Press Company, Rooms 19-20, 229 Broadway. New York. 


When writing to advertisers, kindly mention this Journal. 
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Am. Ass'n of Public Accountants, Member New! 
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Accountant Students, Attention! 


Here is a NEW Book for YOU! 


that contains the Definite Information which you have probably sought in vain elsewhere. 


e,e get the book that tells how to perform 
To Learn Auditin an Ay 


RENN’S PRACTICAL AUDITING 


New Cloth-Bound Edition, Revised and Enlarged—Just Ready. 
Note These Special Features Among its Contents: 


Complete and explicit directions for auditing an entire set of books according to the best professional methods. 


Correct Guide to the order of procedure in an actual audit 
An Auditor's Report drawn up in standard form (inciu 


reprinted in full as it was rendered in practice. 


No other book on this subject contains anything approaching 
the value of the above, for purposes of practical instruction. 


It contains also a series of thoroughly practical articles on the Principles of Auditing; the method of conducting 
-artnership Audits; and the differing features to be considered in auditing 
The Controlling Account, and an Auditor’s Working 
Sheet are fully explained and illustrated. All other points necessary to a thorough understanding of the subject are also 
clearly and fully explained. In short, this book tells you what to do and how to do it. 


PRICE BY MAIL, POSTPAID, THREE DOLLARS. 


Send for free Descriptive Circular, Table of Contents, and accountancy-press indorsements. 


GEO. B. RENN, 1341 DAKIN STREET, ROOM 122, - - «= + CHICAGO, ILLINOIS. 


By C. M. VanCleve : : 150 S. Portland Ave., Brooklyn, N. Y 


ding the proper Financial Statements and Schedules) 


HIS little treatise is a pamphlet of about sixty pages. The author believes that it 
— presents the subject in an entirely new light; in fact, he believes it to be the 
first successful attempt to place double entry bookkeeping on a rational basis. 
It brings out the fact that there are two classes of accounts: accounts of original entry, 
which show the assets and liabilities, and accounts of duplicate entry, which show the 
difference between the two—the net capital. It proves, therefore, that there is no basis 
for the illogical and confusing custom of counting assets and liabilities from a stand- 
point which makes them equal. On the contrary, to be in accordance with correct 
principles of accounting, statements must be made in an intelligible form, showing 
assets, liabilities and net capital separately. The author wishes to submit his theory 
to the judgment of bookkeepers and teachers of bookkeeping. With that end in view 
he has hada limited number of the pamphlets printed, and as long as they last will be 
glad to send a copy free to any one who is sufficiently interested in the subject to ask 
for it. 
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“A Correct Trial Balance’”’ 
IT CANNOT FAIL 


We sell a new and very simple system for obtaining a correct trial balance as quick 


as your balance can be set down. 


method you use or how complicated your books. 
You don’t have to buy it if we can’t convince you. 


more about it. 


The Derbes System will do that, no matter what 


Drop us a postal and let us tell you 


Ghe DERBES SYSTEM Co. 


501 Canal St., P. O. Box 1545 


New Orleans, La. 


Detroit Office, Room 1, 108 Broadway, F. L. Borgmann, Agent. 


Specially ruled ANALYSIS paper for certified public account- 
ants carried in stock. 
Samples and Prices on Application. 


Also blanks and account books of every description printed to order. 


THE HENRY 0. SHEPARD COMPANY, 


ACCOUNTANTS and BOOKKEEPERS 
WANTED TO INTRODUCE Our loose leaf 
specialties. All or part time. Liberal com- 
mission and renewals. Complete line of sup- 
plies for any standard binder. Write for cat- 
alogue and terms. 


Cc. E. SHEPPARD CO. 


WHITFIELD’S CARBON PAPERS 


will make perfect copies and that settles 
it. No smudge, no blur. Five sample 
sheets for typewriter, pen or pencil] sent 
free. 25 sheets, 8x 13, in perforated 
book form for soc. Charges prepaid 
every where. 


THE WHITFIELD CARBON PAPER WORKS 
123 Liberty St., New York City 


The Philosophy Accounts 


By CHARLES E, SPRAGUE 
Price, $3.00, Postpaid 


An exposition of the underlying principles on which 
Accountancy, as a mathematical science, is based, regardless 
of mere traditional observances. 


YoU WANT 


To have your coples_of The Journal of Account- 
ancy bound z 

We will index and bind them in buckram at 
$1.00 a volume, six numbers to each volume. 


THE ACCOUNTANCY PUB. CO. 
82 WAVERLY PLACE, NEW YORK 


Works on the Mathematics of Finance by the same author 


Text Book of the Accountancy of Investment 


Part I. The Accountancy of Investment, including a treatise on the doctrine of Com- 
pound Interest, Discount, Sinking Funds, Annuities, Amortization and Valuation of Bonds, 
together with full details of the bookkeeping of Investment Securities on a large scale, with 
examples and forms. Price, separate, $2.00. 

Part Il. Problems and Studies. A ee gira to the above containing examples for 
practice with solutions, elaboration of special cases, short methods. Price, separate, $1. 50. 

Part III. Tables of Compound Interest, Discount, Sinking Funds, Annuities, etc. 
8 places of decimals; invaluable for reference. Price, separate, $1.00 

Three parts in one, $4.00 


’ — Bond Tables: to 8 places of decimals and rates from 14% to 10%. One 
ee ORDER BY MAIL WITH REMITTANCE 

CHARLES E. SPRAGUE, - Broadway and 32d Street, New York, N. Y. 


When writing to advertisers, kindly mention this Journal. 


THE JOURNAL OF ACCOUNTANCY 


The Journal of Accountancy 


CONTENTS FOR APRIL, 1908 


Should Speculation be Regulated by Law? 


By Henry Crosby Emery . ‘ ‘ ; 425 
Property Accounting for Fire Lo 

By John C. Duncan, Ph. D. i : 442 
Accounting Literature 

By Leo Greendlinger, B. C. S. . ‘ 450 
Measures for Banking Reform 

By Charles W. Mixter ; 463 
Editorial 

Concerning Codes of Ethics ; 477 

Book Department 

Economic History of the United States. 484 

The Currency Problem and the Present Financial Situation . 485 

The Consolidated Stock Exchange of New York . . 486 
Current Magazine Articles 

Foundry Costs. 3 487 

Profit Sharing . ‘ 488 

Insurance of Electrical Plant. . 490 
Lecture on Science of Accounts . «46! 
Legal Department 

Amendments to the Bankruptcy Act ‘ ; 492 

Notes of Recent Cases ‘ 493 

| C. P. A. Question Department. 


THe JouRNAL or Accountancy is the organ of the professional accountants of the 
United States. In its articles and editorial columns it treats, from the accountant’s 
point of view, business problems and conditions. 

The editors will be glad to receive and to consider for publication articles from well- 
informed persons, and will welcome especially contributions from expert accountants. 
The manuscript of articles not available for publication will be returned on request. 
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Corporations 


What do you know about them ? 


Corporations are the natural outcome of the keenest competition 
in business and of the complex requirements of the modern commercial 
world. The business man, financier, investor, promoter, speculator, 
accountant or bookkeeper who is thoroughly posted on the four most 
important features of corporation work : corporation law—corporation 
accounting—corporation organization and corporation management—- 
will be the most successful. Every phase of these important and 
complicated subjects is covered thoroughly and efficiently in 
RAHILL’S CORPORATION ACCOUNTING AND 
CORPORATION LAW. 


Just as RAHILL’S is the authoritative book on corporation 
accounting and corporation law, so is THE JOURNAL OF 
ACCOUNTANCY the authoritative magazine of business, finance 
and accountancy. THE JOURNAL is read by financiers, business 


men, executives of corporations, public accountants, auditors and 
modern bookkeepers. Every month its articles—products of the 
brains of leaders in the business and accountancy world—are timely 
and important. 


You 


for a stamp to find out how you can obtain a $4.00 copy of 
RAHILL’S book and a $3.00 subscription to THE JOURNAL 
OF ACCOUNTANCY absolutely FREE? White for particulars 
to-day; “Never put off till to-morrow, etc.” 


The Accountancy Publishing Co. 
University Building 
32 Waverly Place New York 


We can supply you with any business book. Our new book 
list is free. 
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The American Association of Public Accountants. 


List of Officers, Trustees, and Committees 
1907-1908 


Vice-Presidents: 
California Society of Certified Public Accountants........ F. Bromley Jansen, California. 
Colorado Society of Public Accountants, The ............ Alexander E. Fowlie,Colorado. 
Georgia State Association of Public Accountants......... A. J. Haltiwanger, Georgia. 
Illinois Society of Certified Public Accountants .......... Seymour Walton, Illinois. 
Maryland Association of Certified Public Accountants....Charles L. Hehl, Maryland. 
Massachusetts, Incorporated Public Accountants of ...... Thos. S. Spurr, Massachusetts. 
Michigan Association of Certified Public Accountants..... Durand W. Springer, Michigan. 
Minnesota Society of Public Accountants..............+. Herbert M. Temple, Minnesota. 
Missouri Society of Public Accountants................. H. T. Westermann, Missouri. 
New Jersey, Society of Certified Public Accountants of the 
Frank G. Du Bois, New Jersey. 
New York State Society of Certified Public 
Ohio State Society of Public Accountants, The........... Guy H. Kennedy, Ohio. 
Pennsylvania Institute of Certified Public Accountants ...Adam A. Ross, Jr., Pennsylvania. 
Tennessee Society of Public Accountants................ Edward S. Elliott, Tennessee. 
Washington Society of Certified Public Accountants ...... E. G. Shorrock, Washington. 


TRUSTEES. 
AUDITORS. 


STANDING COMMITTEES. 


EXEcuTIveE: MEETINGS, LEcTURES, LIBRARY, AND BULLETINS: 
The President, Chairman ....... New York Franklin Allen, Chairman....... New York 
New Jersey" The President of each State Society 

Edward L. Suffern............. New York Edward L. Suffern, Chairman ..New York 
Adam A. Ross, Jr............ Pennsylvania Samuel D. Patterson........... New York 


EXAMINATIONS, QUALIFICATIONS, AND ELECTIONS: JOURNAL: 


R. H. Montgomery, Chairman. Pennsylvania ohn R. Loomis, Chairman...... New York 

Leonard H. Conant............ New York New York 

Prank G. DuBois..... ..:... New Jersey Pennsylvania 
By-Laws: REVIEW oF APPROPRIATIONS—BUDGET: 

A. Lowes Dickinson, Chairman .... . Illinois Franklin Allen, Chairman.......New York 

Duncan MacInnes............. New York T. Cullen Roberts............ New Jerse 

Maryland Edward L. Suffern ............ New Yor 


There is a provision for an Arbitration Board which will be appointed as occasion may arise. 
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ANNUAL MEETING—1908: 
General Arrangements : 
Adam A. Ross, Jr., Chairman, Pennsylvania 
Charles N. Vollum......... Pennsylvania 
The President of The New York State 
Society of Certified Public Accountants. 
The President of the Society of Certified 
Public Accountants of the State of New 
Jersey. 


Attendance and Invitation: 
George Wilkinson, Chairman, New York, 
New Jersey, and Pennsylvania 
William M. Lybrand........ Pennsylvania 
Edward L. Suffern, New York and New 


Jersey 
DEPARTMENT METHODS OF THE GOVERNMENT: 
Henry A. Niles, Chairman......New York 
INTERSTATE COMMERCE COMMISSION: 
fi S. M. Goodloe, Chairman........... Ohio 
Bamitton Corwitt. New York 


FEDERAL RECOGNITION: 
Edward L. Suffern, Chairman...New York 
Membership to be composed of one member 
from each State Society (to be named by the 
State Societies) and four others to be appointed 
by the President. 


THE JOURNAL OF ACCOUNTANCY 
SPECIAL COMMITTEES. 


PROFESSIONAL ETHICs: 
ohn A. Cooper, Chairman... 


..-Lllinois 


tdward L. Suffern............ New York 

William M. Lybrand........ Pennsylvania 
PRESS AND PuBLIciTyY: 

Herbert M. Temple........... Minnesota 

W. Sanders Davies.......... New Jersey 

CONCILIATION: 

J. S. M. Goodloe, Chairman......... Ohio 

William R. Mackenzie........... Uregon 
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a R. Loomis, Chairman..... New York 
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Durand W. Springer..........Michigan 
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ohn A. Cooper, Chairmn........ Illinois 
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Corporations : 

Harvey S. Chase, Chairman. . Massachusets 


A. Lowes Dickinson ...:.......... Illinois 
Duncan MaclInnes ............ New York 


Pennsylvania 


R. H. Montgomery 


CLASSIFIED ADVERTISEMENT 


Partnership wanted by experienced Scottish Chartered 
Accountant in established firm of Accountants, or situation 
with view to same Age 33. Capital and good connection. 
Address “‘ Partner,” care of THe JouRNAL OF ACCOUNTANCY. 


Some More 


Owing to the neavy demand for the first 
four bound volumes of The Journal of 
Accountancy a few additional volumes are 


being bound. 
Price $2.50 a volume. Orders will be 
filled in the order received. You must act 


THE ACCOUNTANCY PUB. CO. 
32 Waverly Place New York 


RACE YOUR FREIGHT 


Easy and Quick 


BARLOW BROS. 


Grand Rapids : Michigan 
For Booklet “9” 


When writing to advertisers, kindly mention this Journal. 


Manufacturers’ Appraisal 
Company 


WALTER W. POLLOCK, General Manager 


URNISHES expert valuations 
of Manufacturing Plants, 
which are useful in placing 

insurance, for proof of loss in the 
event of fire, and for establishing 
accurate book values. 

This Company strictly limits its 
work to the appraisal field. We 
are not accountants, but we work 
in harmony with accountants, 
and solicit their interest in our 
appraisal system. 


Manufacturers’ Appraisal 
Company 


CHICAGO NEW YORK 

303 Dearborn Street 50 Pine Street 
PHILADELPHIA CLEVELAND 

424 Walnut Street 201 Caxton Bidg. 
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MECHANICAL OFFICE HELP 


Elliott-Fisher 
ADDING TYPEWRITER 


Cameras the ability to write, figure and 

add on either bound books or loose 
leaves—to manifold any set of business forms 
with unerring accuracy— 


ALL IN ONE OPERATION. 


Factory Order, Billing and BookKKeeping 
work is simplified, economized and safe- 
guarded through Elliot-Fisher one-opera- 
tion ideas. Send for Catalog No. 160. 


ELLIOTT-FISHER COMPANY 


Gencral Offices and Factory at Harrisburg, Pa. 
Sales Offices in Principal American and European Cities 


When writing to advertisers, kindly mention The Department of Mechanical Office Help. 
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MECHANICAL OFFICE HELP 


Mechanical Help Department. 


E cannot emphasize too strongly the necessity for the 
installation of the best mechanical helps in any 
business. We shall be pleased to advise you in selecting 

the mechanical helps and devices that will best meet your par- 
ticular requirements, or to aid you with suggestions that will 
enable you to make your present devices and systems more 
useful. 

If you want information on any mechanical helps, and 
efficient devices or systems, write tous. We will gladly answer 
your queries by letter and our reply will be prompt. 


This service is free to you. 


Mechanical Help Department 
THE JOURNAL OF ACCOUNTANCY 


32 WAVERLY PLACE "New York 


6c. a Day Will Double the Efficiency of Your 
Bookkeeper 


and will give you quick and accurate results in the account- 
ing, extending, costs, pay roll, balances and statistics of your 
business. 


The Comptometer 


adds, multiplies, and divides rapidly, and without error, by simply touching the keys. The 
Comptometer is as necessary in your business as a typewriter. It is the speediest, most du- 
rable, and most satisfactory mechanical calculator ever made. Follow your own good business 
judgment and let us prove this to you by our Special Trial Offer. Write for pamphlet at 
once, and we will send you a booklet describing the Comptometer and its many uses. Comp- 
tometer sent, express prepaid, on trial to responsible parties in the U. S. or Canada. 


FELT & TARRANT /IFG. CO., 869 No. Paulina St., Chicago. 


When writing to advertisers, kindly mention The Department of Mechanical Office Help. 
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THE JOURNAL OF ACCOUNTANCY 


Puts This Mag- 
nificent Cuckoo 
Clock in Your 
Home. 

A Perfect Time- 
Keeper, Calling the 
Hour and the Half- 
Hour. 

Nearly Two Feet 
High, 14 Inches 
Wide, in Solid Wal- 
nut Case. 

The Inlaid 
Woods of Ash, 
Ebony and Mahog- 
any Ornaments are 
put together with 
minute care. 

You never had such an opportunity to get so 
beautiful and useful an ornament for your den or 
your home—on such easy terms— mail us $1.00 for 
one year’s subscription to COMMON-SENSE, after- 
wards you may pay $1 a month for 8 months, which 
completes the payments on both the clock and the 
magazine; and mind you, the clock will be in your 
possession from the time of the first small payment. 


Common-Sense Publishing Co. 
Dept. 331 90 Wabash Ave., Chicago, Ill. 


100% 
PROFIT 


We will pay 50 cents for 
every copy of the May, 
June, and September, 1907, 
numbers of 


The Journal 
of Accountancy 


returned to us. 


The Accountancy Publishing Co. 
32 Waverly Place New York 
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“A Straight Line 


is the shortest distance between jtwo points.” 


This bank has more than eight hundred 
direct correspondents in every part of the 
United States, as well as in Canada, Mex- 
ico and European countries. 

If quick collections are of advantage to you, 
this 1s one of the many ways this big bank 
can effectively serve you—one of the many 
reasons why it will pay you to make this 
your bank. 


The Oldest National Bank in Greater Pittsburgh: 


ASSETS 20 MILLIONS. 


Write for a copy of The Business Monthly, 
a publication of financial interest. 


the First National Bank, 


FIFTH AND WOOD, PITTSBURGH. 


Set consists of 7% inch Water Bottle, capacity one 
quart, six half pint star cut Tumblers, and highly 
reflecting beveled Belgium glass 14 inch Plateau. 

THIS GENUINE RICH CUT GLASS WATER 
SET is unsurpassed for its distinctive character. Its 
clear crystal color adds a lustrous effect to the din- 
ing table or sideboard, and gives the home that 
touch of refinement sogreatly appreciated by neigh- 
bors and friends. 

Send $1.00 for one year’s subscription to COMMON 
SENSE, afterwards you may pay $1.00 a month for 
ten months, which completes the payments on both 
water set and magazine. 

Weare making this unheard of offer to introduce 
COMMON - SENSE to a wider circle of readers. 
Common-Sense has a mission —to help you attain 
ambition, to suggest ways of increasing your earning 
capacity and to make your life a greater success. 
Write at once as the allotment is small, first come 
first served. 


Common-Sense Publishing Co, 


Desk 331, 90 Wabash Ave., Chicago, Il 
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THE JOURNAL OF ACCOUNTANCY 


By arrangement with Mr. Montgomery—the author and pub- 
lisher of Dicksee’s Auditing, American Edition—we are enabled 
to offer you this book and one year’s subscription to The Journal 
of Accountancy at a money saving price. Under the author’s 
personal supervision this edition of Dicksee’s Auditing has been 
printed in the style it deserves by the best printer in New York. 


Dicksee’s Auditing is written by a Public Accountant of 
many years’ experience, who is thoroughly familiar with the re- 
quirements of modern business enterprises. He points out clear- 
ly and intelligently how to find and eliminate the weak spots of 
your business system and how to make a complete and accurate 
audit of any set of books or any business. 


The Journal of Accountancy is the highest-priced and high- 
est grade business magazine and it has the distinction of having 
a most select clientele of readers, practically every one being an 
executive of a corporation, head of a business, a financier, a pub- 
lic or corporation accountant. Every month its articles—prod- 
ucts of the brains of leaders in the business world—are timely 
and important. 


Whether you are an executive officer of a million-dollar cor- 
poration or the head of a small business, an accountant, an 
auditor or an ambitious clerk, you should read and study 
Dicksee’s Auditing and The Journal of Accountaney.. A book- 
let describing both is yours upon request. 


Dicksee’s Auditing regularly sells for $5.00 and one year’s 
subscription to The Journal is $3.00; but for $6.50 you get both, 
and if they fail to come up to your expectations you get your 
money back. Accept this square deal to-day. 


The Accountancy Publishing Co. 


32 WAVERLY PLACE, NEW YORK 


When writing to advertisers, kindly mention this Journal. 
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SPEND 
for a stamp to find out how you can obtain the best book 
on Corporation Accounting and Corporation Law and the 
highest-priced business magazine—THE JOURNAL OF 
ACCOUNTANCY—absolutely FREE? 

What do you know about the formation, organization, 
management and accounting features of a corporation; the 
formation of holding companies and the putting through of 
mergers? Could you transfer a partnership to a corporation 
and transfer the assets and liabilities from the partnership 
books to those of the corporation? RAHILL’S CORPORA- 
TION ACCOUNTING AND CORPORATION LAW will 
show you how to accomplish these things. It covers the 
salient features of corporation law and accounting thorough- 
ly and efficiently, yet in such a simple, masterly way that 
the reader, starting with but a limited knowledge of this 
subject, will fully understand it. 


THE JOURNAL OF ACCOUNTANCY has the dis- 
tinction of having a most select clientele of readers, practi- 
cally every one being an executive of a corporation, head of 
a business, a financier, a public or corporation accountant. 
Every month its articles—products of the brains of leaders 
in the business world—are timely and important. 


Rahill’s Corporation Accounting and Corporation Law 
regularly sells for $4.00, and one year’s subscription to 
The Journal of Accountancy costs $3.00. Neither THE 
JOURNAL nor RAHILL’S book will cost you a cent if you 
follow our plan. Write for particulars to-day; to-morrow 
may be too late. 


THE ACCOUNTANCY PUBLISHING CO. 
N. Y. UNIVERSITY BUILDING 
32 WAVERLY PLACE NEW YORK CITY 


We can supply you with any business book. Our book list is free. 


When writing to advertisers, kindly mention this Journal 
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Two Good Books for Office and Home 


Ideas are worth money. Every idea you get hold of that enables you to get 


a better insight into the money-making end of your business makes you worth 
just so much more money. You get money-making ideas in Modern Methods. 


Read our offer: 


THE NEW EDITION OF PRACTICAL 
BRIEF FIGURING 


Makes figuring easy. It contains all the 
short-cuts for manufacturing and mercan- 
tile offices, for professional men, con- 
tractors, bookkeepers, bankers and bank 
clerks, and clerks in all other lines of 
business, together with Prof. John Udy 
Lean’s ‘‘One Rule for Interest.” 

The author, John Udy Lean, Professor 
of Rapid Calculating, Bookkeeping and 
Commercial Arithmetic, collected and put 
together in book form the information and 
rules in actual use in the foremost banks, 
manufacturing concerns and commercial 
houses for city and country use. 

The explanations are so clear that they 
may be readily understood. The rules are 
all proven and are applicable to all kinds 
of computations in numbers. 


THIS BOOK SHOULD BE IN EVERY 
OFFICE AND HOME 


This new edition contains 115 pages size 
4 in. x 64 in. It is printed on good paper, 
is well bound and serviceable for all 
purposes. 

Modern Methods, now in its fifth year, 
is a monthl? magazine for business offices. 
It gives you the best of the practicable 
office methods. It is especially helpful to 
the man in or on the way to an executive 
position. An investment of $1 fora year’s 
subscription to Modern Methods and a 
copy of Practical Brief Figuring will put 
money into your pockets. 


FREAKS OF FIGURES 
BY JOHN UDY LEAN 
Is a unique collection of interesting Arith- 


metical Recreations and Amusing Mental 
Diversions suitable for Parlor Entertain- 


ments, Social Gatherings and the Home 
Circle, for Old and Young. 

“Freaks of Figures" is 6% in. by 3% 
in., contains 64 pages, is printed on an 
excellent quality of paper and is hand- 
somely bound in cloth. 

With this book you can provide an 
inexhaustible source of entertainment at 
social gatherings, and when any member of 
a company is armed with one of these 
books the dullest gathering can quickly be 
enlivened. 

For $1.00 we will send you MODERN 
METHODS for one year and a copy of 
FREAKS OF FIGURES, prepaid. 

For $5.00 we will send you MODERN 
METHODS for one year and a copy of 
PRACTICAL BRIEF FIGURING, pre- 
paid. 

For $1.50 we will send you MODERN 
METHODS for one year and a copy of 
each book, prepaid. - 


PLEASE USE THIS FORM. 


MODERN METHODS PUB. CO., 
144-113 Woodward Avenue, 
DETROIT, MICH. 


I inclose herewith $...... for a year’s 
subscription to Modern Methods and 


When writing to advertisers, kindly mention this Journal. 
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SUMMER EUROPE 


OUR EXPENSE 
For 200 YEARLY SUBSCRIPTIONS at $1.00 


THE 
BUSINESS 
WORLD 


THE PIONEER AMERICAN BUSINESS MONTHLY 


WILL GIVE YOU A TRIP TO EUROPE AND 
RETURN BY FAST PALATIAL STEAMERS OF 


THE GERMAN, FRENCH OR ENGLISH LINES. 


First Class Accommodations in Every Respect. If paid for by you 
would cost you more than the 200 subscriptions will amount to. 


FOR 100 ADDITIONAL YEARLY SUBSCRIPTIONS (300 in all) 
YOUR HOTEL EXPENSES WILL BE PAID AT HOTELS OF 
THE FIRST CLASS FOR TWO WEEKS in London, Paris, Rome, 
Vienna, Madrid, St. Petersburg—any of the European centres—or 
in the Alps, or at any Popular Watering Place {you may select. 


Business Men in All Lines find THE BUSINESS 
WORLD Helpful and Interesting. 


NO UNCERTAINTY attached to this proposition, as in the case of contests. Get 
the number of subscriptions required from the business men of your city or town, 
and you get a TRIP TO BE EMBERED ALL THE DAYS OF YOUR 
LIFE. Sailings any time between August Ist and May Ist, 

Write to-day for our contract to this effect, and we will furnish you with 
sample copies, order blanks, etc. 


THE BUSINESS WORLD 
110 W. 34th Street New York, N. Y. 


When writing to advertisers, kindly mention this Journal. 
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POSITIONS OPEN FOR 
HIGH GRADE MEN 


Hundreds of positions like those described below now on our lists for capable, experienced men. If the 
position you want is not among these, write or wire our nearest office today for free copy of Opportunities, describ- 


ing positions open. 


AUDITOR: Large firm of sugar refiners want traveling auditor to go to Cuba and inspect books on plantation 
there. Must be a thorough accountant and have knowledge of Spanish. Salary, $1800 and expenses. (AAu- 
84427). 


BOOKKEEPER and stenographer for large hat concern in the South. Must be thoroughly competent along 


both lines and of absolutely good habits. Salary, $1200. (ASt-86455). 


BOOKKEEPER and Cashier for large jewelry concern in the Middle West. Must be expert in this line of 
work, of good personality and not afraid of work. Bond required. Salary, $1300. (CB-1610). 


BOOKKEEPER experienced in glass business. Must be thoroughly familiar with figuring costs, time, pay rolls, 
ete. Salary, $1200. (PB-4881). 


BOOKKEEPER: Fxperienced man to take entire charge of books of large publishing house. Must be 
absolutely accurate and experienced in detail work. Will have one or two’ assistants. Salary to start, $1040. 
(A-85725). 


BOOKKEEPER: Man with printing house or publishing experience to take charge of bookkeeping in small 
publishing house in New Jersey. Salary, $780. (AB-82442). 


STENOGRAPHER and Bookkeeper to go into shipping department of large motor car manufacturing 
concern. Must be conversant with both shipping cars and keeping records and have knowledge of both German 
and English stenography and bookkeeping. Salary, $1000. (ASt-83566). 


OFFICE MANAGER: Cotton goods importing concern wants competent man to take entire charge of 
office. Must possess good executive ability and ability to handle several clerical men. Must himself be an experi- 
enced bookkeeper and accountant and have had some experience in importing lines. Salary, $2000. (A-86361). 


BOOKKEEPER: ' One of the largest and best known manufacturer of engines and boilers is in the market for 
a’ thoroughly experienced man about 25 years of age. Department is new and offers excellent opportunity for 
the right:man. Salary, $1040 to start. (AB-86462). 


BOOKKEEPER :‘ Preferably experienced in ice and coal, to take position with growing company in the South. 
Salary to start, $900. (SB-511). 


OFFICE MANAGER: Concern manufacturing post binders, blank books and loose leaf systems wants 
first class office7manager familiar with this line. Must understand bookkeeping. Salary, $1200. (SB-499). 


BOOKKEEPER: Small but rapidly growing concern requires the services of a young man 22 to 30 years of 
age to handle their city ledgers. Must also do some statement work. Bookkeeping experience essential. 
(UBk-226) 


(Mention Key Number When Writing.) 


Write us to-day stating age,” experience and locality desired. 


HAPGOODS 


The National Organization of Brain Brokers. 


EXECUTIVE. OFFICES, 305 Broadway, N. Y¥. PITTSBURG OFFICE, 1126 Park Bldg. 


PHILADELPHIA OFFICE, MINNEAPOLIS, 26 L. & T. Bldg. 
1211°Commonwealth Trust Bldg. MILWAUKEE OFFICE, 562 Wells Bldg. 

CHICAGO OFFICE, 1010 Hartford Bldg. ST. PAUL OFFICE, 353 Endicott Bldg. 

ST. LOUIS OFFICE, 4062 Chemical Bldg. KANSAS CITY, 622 R. A. Long Bldg. 


CLEVELAND OFFICE, 532 Williamson Bldg. INDIANAPOLIS, 516 Terminal-Traction Bldg. 


When writing to advertisers, kindly mention this Journal. 


| 

| 

| 

| 


THE JOURNAL OF ACCOUNTANCY 


The Greatest 


Railroad System in the World 
The Pennsylvania Lines 


is described in an illuminating article in the March issue of this 
standard publication The article is fully illustrated with maps, etc. 
The most intelligible and complete description of the modern Penn- 
sylvania system ever published. 

This is the third instalment in the series by John Moody now 
running in the Magazine on the great railroad systems of America. 


Other Features in This Same Issue Include: 


The Imperial Valley of California—an entertaining illustrated 
article showing how the arid deserts of the far West are being con- 
verted by irrigation into rich crop-bearing lands; an article by 
Thomas Gibson on the records of the stock market for the past 25 
years, with a colored chart; an article on railroad economy of timely 
interest; and also the several special departments, news and other- 
wise, all of practical value to the investor, the banker, the man of 
affairs and the business man or woman. 


1. Editorial Review. 8 ‘* The Market Place.’’ 


2. Stock, Bond and Banking Record 9. Railroad and Industrial Invest- 
of the Month (with charts.) ment News. 


3. The Education of the Investor.’” 10. Investment Queries Answered 
4. Month’s ‘‘Chronology of Events.’” (free advice.) * 
5. Events in Mexico. 11. The Financial Book- World. 


6. News from Washington. 12. News of Banks, Trust Compa- 
7. Canadian Affairs. nies, Life Insurance, etc. 


MOODY’S MAGAZINE is the one indispensable magazine for the investor 


Published on the 10th of every month at 35 Nassau St., New York City 
SEND FOR SAMPLE COPY AND CIRCULAR “D” 


Three Dollars a Year 25 cents a Copy 


When writing to advertisers, kindly mention this Journal. 
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Printers 
of 
Pamphlets and Books 


on Accountancy 


and other 


Technical Subjects 

Manufacturers of SPECIALLY RULED BLANKS 
and BOOKS FOR CERTIFIED ACCOUNT- 
ANTS who appreciate PROMPT DELIVERY 


409-415 Pearl Street, New York 


Printers of 
"THE JOURNAL OF ACCOUNTANCY ® 


When writing to advertisers, kindly mention this Journal. 
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Val 


Accountancy Publishing Co. 


32 WAVERLY PLACE 
NEW YORK CITY 


The Service of Our 
Inquiry Department 
is FREE! 


for you. 


@ Get hold of the ideas of 
Find out what the 
leaders in your line are doing. 
Study your own business. 

@ A letter to our Inquiry De- 
partment is the first step in 


others. 


Any 


Business Book 
U 


F THERE is a book in 
existence that will help 
you solve the problems, 

improve the system, sell the 

products of your business, we 
will find it and describe it 


the right direction. 


@ We are the largest dealers 
in this country in books con- 
cerned with Finance, Theory 
of Accounts, Practical Account- 
ing, Cost Accounts, Commer- 
cial Law and Business Organt- 
zation and Methods. 


WRITE TO-DAY FOR OUR 


BOOK LIST 


The 


12 


GET THIS BOOK 


Read it—study it—it will prove of great 
value to you. 

It is the first complete and comprehen- 
sive book written on ‘‘ Loose Leaf Books 
and Systems.” 

The author,—Mr. Risque,—is an Ac- 
countant of many years’ practical experi- 
ence, who has made a study of labor-saving 
devices, introduced them in many banks 
and business houses. He explains fully, 
yet concisely, what class of cover suits 
each particular desk or system. His 
explanation of leading systems suggests 
not enly a comprehensive adaptability, 
but also points out the smaller and seem- 
ingly trifling details which should enable 
the reader to avoid mistakes so often made, 
and at times quite costly. 

The fifty-six full working size headings 
and rulings of Cash Book, Journal, Ledger, 
Price and Cost Inventory and other blanks 
have the most modern arrangement, and 
all devised to furnish details which may be 
needed, and omit unnecessary and useless 
records. In fact, the aim is to secure 
System, devoid of “red tape,’’ and the 
price of Loose Leaf Books and Systems is 
only $3.00. 


The Accountancy Publishing Co. 


32 Waverly Place, New York. 


Whes writing to advertisers, kindly mention this Journal. 
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New York University 
School of Commerce 
Accounts and Finance 


The accounting faculty for the current year 
includes, among others, the following well- 
known practitioners : 


CHARLES EB. SPRAGUE, Ph. D.. C.P.A., Protessor of Accouatancy 


CLEVELAND F. BACON, A.B., LU.B., 
Professor of the Law of Commerce and Finance 


H. M. C. VEDDER, Ph.@., B.C.S., C.P.A., Protessor of Practical Accounting 


WILLIAM H. DENNIS, B.C.S., C.P.A,, 
Professor of the Principles and Practice of Accounts 


SAMUEL D. PATTERSON, C.P.A. Professor of Practical Accounting 
LEON BRUMMER, C.P.A., Professor of Practical Accouating 
THOMAS B. DEAN, C.P.A., Professor of Auditing 


If you are interested in accounting you will 
be interested in the School Bulletin. 


For detailed information address W. H. 
Lough, Jr., Secretary, Washington Square 
East, New York City. 


JOSEPH FRENCH JOHNSON, Dean 
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